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12/10/74 
1/8/75 
4/22/75 
5/28/75 
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5/18/76 


SIGNIFICANT ITEMS 
RULES 

34-12619 Notice of Proposed Amend- 
ments to Rules 13a-11, 13a- 
11, 13a-13, 15d-11 and 15d- 
13; to Forms 8-K, 10-O and 
to Schedule 14A of Regula- 
tion 14A (File No. S7-645) 

34-12624 Adoption of Rule 31-1, ef- 
fective immediately, providing 
certain exemptions from the 
requirements of Section 31 of 
the Securities Exchange Act 
of 1934 with respect to Se- 


curities Transaction Fees .... 0032 





15c2-11(f)(4)(T), effec- 
tive July 15, 1976, pursu- 
ant to Securities Exchange 
Act of 1934 


The following releases relate to self-regulatory organi- 
zation rule proposals and/or adoptions: 


34-12613 
34-12617 


34-12618 
34-12623 


34-12625 
34-12626 
OPINIONS 
34-12614 A. J. WHITE & CO. 

Where __ registered __ broker- 
deaier and its president ar- 
ranged financings in the form 
of bank loans for purchase 
of stock in connection with 
best efforts all or nothing 
registered offering in order 
to close the offering, without 
disclosing this aspect of the 
distribution; held, that such 
arrangements. violated the 
antifraud, extension of credit, 
and prospectus delivery pro- 
visions of the securities sta- 
tutes. But allegations of im- 
proper books and_ records 
based on those arrangements, 
dismissed. Sanctions  con- 
sisting of revocation of 
broker-dealer's —_ registration 
and of an order barring its 
president from association 
with any broker or dealer, 
affirmed 

34-12615 JEROME H. SHAPIRO 

Where president of broker- 
dealer firm aided and abetted 
firm's violations of the Se- 
curities Exchange Act's rec- 
ordkeeping, net capital, re- 
porting, security-count and 
hypothecation provisions, held, 
president barred from associa- 
tion with any broker or dealer 
in a proprietary or supervisory 
capacity 
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34-12622 KCC RESEARCH COMPANY, 
LTD. and JEROME 
KRUMHOLZ 

Where member of registered 
securities association and its 
president failed to comply 
with net capital, record- 
keeping, free credit balance 
notification, and customer 
protection requirements, sent 
customers improper confir- 
mations, and failed to furnish 
them with required finan- 
cial information, association's 
findings that such conduct 
was inconsistent with just 
and equitable principles of 
trade, affirmed, and member's 
expulsion from association 
sustained. But since certain 
other findings of violation 
were set aside, since the mis- 
conduct that was found was 
managerial in nature and 
did not involve dishonesty, 
and since investors were un- 
harmed, sanction imposed on 
member's president reduced 
from two-year suspension 
from association with associa- 
tion member in a principal 
or managerial capacity to 
one-year suspension’ from 
such aSSOCIAHION =... 22. e0% 0029 
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FREEDOM OF INFORMATION ACT 
Release No. 47/July 9, 1976 


In the Matter of the request of 
TIMOTHY W. KENNA 


For access to intra-agency memoranda and other 
documents relating to Commission enforcement 
proceedings. 


ORDER 


Partially Granting and 
Partially Denying Request 


On April 12, 1976, the Commission received the appeal of 
Timothy W. Kenna from the denial by the Commission's 
Public Information Officer of a portion of his request, made 
pursuant to the Freedom of Information Act, 5 U.S.C. 552, 
for a variety of materials relating to Commission enforce- 
ment procedures. Mr. Kenna requested access to the 
following: 


“1. Any and all memoranda amending, modifying, in- 
terpreting, rescinding or relating to the whole or any 
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part of a forty-seven (47) page printed pamphlet en- 
titled Attorney General’s Memorandum on the Public 
Information Section of the Administrative Procedure 
Act released during 1967, whether distributed by the 
Attorney General's Office or the Securities and Ex- 
change Commission. 


“2. Any and all memoranda written by or to members 
of the Commission from or senior to the rank of 
Regional Director, interpreting, discussing or relating 
to the Wells Committee Report. 


“3. A description of the Commission's central and field 
organization. 


“4. All formal and informal rules of procedure relating 
to investigating, negotiating, settling, prosecuting and 
adjudicating alleged violations of the Federal 
Securities Acts, particularly those documents relating 
to the factors to be evaluated in making the deter- 
mination in investigate an alleged violation of the 
Federal Securities Acts or to bring a formal 
proceeding, the type of proceeding to be brought (and 
if an administrative proceeding, whether public or 
private), and the weight to be given to each. 


5. All substantive rules, statements of general policy 
and interpretations of general applicability adopted by 
the Commission relating to investigating, negotiating, 
settling, prosecuting and adjudicating alleged 
violations of the Federal Securities Act, particularly 
those documents relating to the factors to be 
evaluated in making the initial determination to in- 
vestigate, and the weight to be given to each, and 
guidelines relating to the settlement either before or 
after Commission authorization or formal action on 
charges of alleged violations. 


6. All administrative staff manuals and instructions to 
staff relating to investigating, negotiating, settling, 
prosecuting and adjudicating alleged violations of the 
Federal Securities Acts. 


“7. All enforcement staff manuals and instructions to 
enforcement staff relating to investigating, 
negotiating, settling, prosecuting and adjudicating 
alleged violations of the Federal Securities Acts. 


“8. A copy of the current index providing identifying 
information as to any matter which has been issued, 
adopted or promulgated by the Commission and is 
required to be made available to the public and any in- 
dex maintained by individual staff members which is 
used by the Commission. 


9. All guidelines, memoranda, releases or statements 
of policy concerning revelation to actual or possible 
subjects or ‘targets’ of an investigation concerning an 
alleged violation of the Federal Securities Acts that 
they are actual or possible subjects or ‘targets’ of in- 
vestigation by the Commission, particularly in a 1970 
memorandum to senior staff establishing procedures 
for advising potential defendants that they are under 
investigation, and each and every amendment, revi- 
sion or repeal of the foregoing. 











“10. All guidelines, memoranda, statements or policy, 
instructions or interpretations relating to the purpose 
of a staff submission or recommendation to the Com- 
mission, prior to initiation of a formal investigation, 
bearing on the question of the necessity for a formal 
investigation of an alleged violation of the Federal 
Securities Acts.” 


Pursuant to the foregoing request, Mr. Kenna was granted 
access to Sanctions in SEC Administrative Proceedings” by 
Messrs. Levine, Ferrara and Landy, with the exception of a 
two paragraph subsection appearing on page one of the in- 
troduction which was withheld pursuant to 5 U.S.C. 
552(b)(7)(E). The determination denying access to the 
deleted portion has not been appealed. Mr. Kenna was also 
granted access to the table of contents and pages two 
through nine of a chapter of The Enforcement Manual en- 
titled “Guide to Taking Testimony in Investigative 
Proceedings’ but was denied access to the remainder of the 
manual and other documents pursuant to 5 U.S.C. 552(b)(5) 
and 5 U.S.C. 552(b)(7)(E). 


The Commission has reviewed the determination of the 
Public Information Officer denying access to those records 
and has decided to reverse it in part and uphold it in part, as 
follows: 


(1) Access will be granted to a two-page memoran- 
dum dated September 1, 1970, from the Commission 
to All Division and Office Heads entitled ‘Procedures 
Followed in the Institution of Enforcement 
Proceedings.’ Although the Commission believes an 
exemption from disclosure pursuant to 5 U.S.C. 
552(00T(5) would otherwise be applicable, this 
memorandum has become a matter of public record in 
that it is attached to the district court’s decision in 
Securities and Exchange Commission v. National Stu- 
dent Marketing Corporation, et. al, CCH Fed. Sec. L. 
Rep. 95,001 (D.D.C., 1975), affirmed, C.A.D.C., No. 
75-1701 (May 17, 1976). 


(2) Access also will be granted to those portions of 
two manuals authored by the staff entitled “The En- 
forcement Manual’’ and ‘‘The Enforcement 
Recommendation Guidebook’’ which consist of 
segregable, factual material. The Enforcement Manual 
is comprised of five chapters which are individually en- 
titled ‘‘Investigations’, ‘Guide to Taking Testimony in 
Investigative Proceedings’, “Criminal References 
Chapter”, ‘Injunctions’, and ‘Guide to Administrative 
Proceedings.” The Enforcement Recommendation 
Guidebook contains seven sections dealing with 
general information, formal orders, injunctions, ad- 
ministrative proceedings, offers of settlement, mis- 
cellaneous recommendations, and releases and ex- 
amples of recommendation memoranda. Access will 
also be granted to some non-factual portions of these 
manuals the disclosure of which would not interfere 
with the Commission’s law enforcement efforts. 
Access will be denied pursuant to 5 U.S.C. 552(b)(5) 
and 5 U.S.C. 552(b)(7)(E) to the remaining portions of 
these manuals because that material contains advice, 
opinions, evaluations and recommendations from staff 
members to other sta:f members relating to enforce- 
ment proceedings and techniques the disclosure of 
which would render effective enforcement action 


more difficult and would significantly impede detec- 
tion or prosecution of law violators. 


(3) Access will be granted to portions of The 1974 En- 
forcement Training Program Manual, while other por- 
tions will be withheld as they contain intra-agency 
memoranda exempt from disclosure pursuant to 5 
U.S.C. 552(b)(5). 


(4) Access will not be granted to sixty-seven 
documents consisting of intra-agency memoranda 
comprised of advice, opinions, recommendations and 
evaluations in a wide variety of law enforcement 
matters, 5 U.S.C. 552(b)(5). Access to this material 
was denied defendants in Securities and Exchange 
Commission v. National Student Marketing Corpora- 
tion, CCH Fed. Sec. L. Rep. 995,001 (D.D.C., 1975), 
affirmed, (C.A.D.C. Nos. 75-1700, 75-1701, 75- 
1702, May 17, 1976), on the ground that the 
documents are protected from disclosure by reason of 
the privilege for internal governmental memoranda 
containing advice and opinions. 


Accordingly, IT IS ORDERED that the request of Timothy W. 
Kenna for access to certain internal documents be and is 
hereby granted in part and denied in part. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12607A/July 15, 1976 


Admin. Proc. File No. 3-4838 
In the Matter of the Application of 


JAMES D. LANG, JR. 
Fairfax, California 


and 


THOMAS A. SARTAIN 
Novato, California 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW OF 
DISCIPLINARY PROCEEDINGS 
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Violations of Rules of Fair Practice 


Where president of member firm of registered securities 
association and president of member firm’s parent were 
responsible for material ommissions in sale of securities, for 
the sending of inadequate confirmations to customers, and 
for the member's failure to comply with customer protection 
provisions, association's findings of violation sustained, and 
proceedings dismissed. 


APPEARANCES: 


Robert Charles Friese, of Shartsis, Friese & Niesar, for 
applicants. 


Lloyd J. Derrickson and Stephen A. Blumenthal, for the 
National Association of Securities Dealers, Inc. 


Review proceedings with respect to a decision dated April 
24, 1975, by the Board of Governors of the National 
Association of Securities Dealers, Inc. Oral argument: heard 
on June 10, 1976. 


I. 


James D. Lang, Jr., president, and Thomas A. Sartain, a 
registered representative, of Capitol Planning Securities Co., 
Inc. (‘Planning’), formerly a member firm' of the National 
Association of Securities Dealers, Inc. (“NASD”), appeal 
from disciplinary action taken against them by the Associa- 
tion. Planning is a wholly-owned subsidiary of Capital Plan- 
ning Associates, Inc. (‘Associates’). Sartain is president of 
Associates and he and Lang, together with one Michael J. 
Scotto, own or contro! about 90% of Associates’ stock. The 
NASD censured applicants, barred Sartain from association 
with any NASD member, suspended Lang from any such 
association for 6 months, fined him $5,000 and assessed 
costs. This case is largely concerned with Planning's ac- 
tivities as managing underwriter of two intrastate offerings 
of securities of National Real Estate Fund ("“NREF”), a real 
estate investment trust. NREF issued $20 million worth of 
securities in two installments. The first offering of 1,000,- 
000 shares at $10 per share was distributed by Planning 
from about July 1971 to January 1973, and the second 
from January to October of 1973. There was no trading 
market in NREF securities. However, if an NREF shareholder 
wished to sell his shares, Planning would arrange for them 
to be ‘‘cross-traded,” i.e., it would find a buyer and act as 
agent for both buyer and seller. The shares that were li- 
quidated by the original buyer were cancelled and then 
reissued in the form of new certificates. From January 
through October 1973, Planning cross-traded 69,938 
shares. 


The NASD's findings of violation may be summarized as 
follows: 


1. Applicants failed to disclose to purchasers of NREF 
securities that Planning and NREF were under the 
common control of Associates. 


2. Purchasers of cross-traded shares were not told 
that they were getting shares someone else wanted to 
sell instead of shares of the original issue. Nor were 
they told that many of the shares thay were buying 
were being sold by the same people who were spon- 
soring the offering, including Lang and Sartain. 
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3. Confirmations sent to customers in connection with 
NREF transactions failed to disclose adequately the 
capacity in which Planning was acting and when Plan- 
ning was acting as agent or dual agent, failed to 
provide required information. 


4. Applicants did not comply with the customer 
protection provisions of Rule 15c3-3 under the 
Securities Exchange Act. Specifically, applicants, 
while claiming an exemption under paragraph k(2)(A) 
of that rule,? failed te effectuate required transactions 
through Planning's ‘Special Account for the Exclusive 
Benefit of Customers,” and failed to maintain the re- 
quired bank notification.* 


5. Applicants improperly arranged for a customer's 
acquisition and quick liquidation of a large block of 
NREF securities in order to secure a dividend for the 
customer, and did not charge the customer a commis- 
sion on the resale of his shoes. 


The NASD arrived at its conclusion that Planning and NREF 
were under common control as follows: 


NREF’s three trustees acted as its investment advisers, and 
sartain was one of those trustees. Moreover, Sartain was the 
trustee who exercised day-to-day supervision over NREF’s 
affairs. The other two trustees were not really independent. 
One, an attorney, was a former director of Associates and 
continued to receive legal fees from that company. The 
other, an accountant, earned about 15% of his total account- 
ting income from Associates and its affiliates. In addition, 
California West Properties, Inc., a wholly-owned Associates 
subsidiary of which Scotto was president, had a property 
Management agreement with NREF. Scotto advised NREF’s 
trustees concerning the acquisition of prospective proper- 
ties, and California West participated in the acquisitions that 
were made. 


Applicants argue that there was no common control. They 
assert that NREF’s trustees “‘sometimes’ refused 
Associates’ suggested investments. They also point to af- 
fidavits from the trustees other than Sartain asserting their 
independence, and to the fact that Scotto held no position 
with NREF. And they state that Sartain abstained from 
voting on all matters relating to contracts with Associates. 
Finally, applicants stress the fact that, in late 1974, NREF’s 
trustees ousted Associates from its status as general partner 
in the numerous real estate limited partnerships in which 
NREF had invested. 


The NASD's factual findings are supported by the record, 
and we agree with its conclusion that NREF and Planning 
were under the common control of Associates. As one court 
has stated: 


‘Whether there is common control of a broker-dealer 
and an issuer of a security is a question of fact to be 
decided from all the circumstances of each case.’* 


Viewing the totality of circumstances presented here, we 


think it clear that the NASD's determination was correct. 


The fact that, after the period in question, there was a 
breakdown of the common control relationship, is irrelevant. 





@. 
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Accordingly, since investors who bought NREF shares from 
Planning were not told that NREF and Planning were under 
common control, we affirm the NASD’s findings of violation. 


Applicants admit that they failed to make additional dis- 
closures to purchasers of cross-traded NREF 
securities—that such purchasers were not getting original 
issue shares with proceeds going to the issuer, and that 
some of them were buying the shares of persons affiliated 
with Planning and Associates, including Lang and Sartain. 
Applicants argue, however, that these omissions were not 
material. They assert that an investor would not normally 
know or care whether his money went to the issuer. And 
they state that there is no evidence that affiliated persons 
were motivated to sell on the basis of inside information. 


We cannot agree that the withheld information was im- 
material, and we affirm the NASD’s findings of violation. 
Prospective investors had a right to know that the issuer 
would not receive the benefit of the money they were paying 
for their shares. ° And, whatever motive insiders may have 
had in selling, the fact that they were disposing of their 
shares was an important circumstance that should have 
been disclosed to customers. ® 


IV. 


Although various factors are cited in mitigation, applicants 
admit their failure to comply with confirmation requirements 
and with the provisions of Rule 15c3-3 under the Exchange 
Act. Thus we affirm the NASD’s findings of violations with 
respect to these matters. 


However, after a careful review of the record, we are unable 
to discern any impropriety in connection with the remaining 
misconduct cited by the NASD—the transactions whereby a 
“favored’’ customer got a dividend on his short-term NREF 
investment, and paid no commission on the resale of his 
shares. Accordingly, the Association's findings of violation 
with respect to these transactions are set aside. 


V. 


Applicants argue that the sanctions assessed hy the NASD 
are disproportionately severe as compared with those im- 
posed in other cases. They assert, among other things, that 
they have never previously been subject to disciplinary 
proceedings, that they relied on another individual who was 
hired for the specific purpose of assuring compliance with 
the securities laws, and that their failures to comply with 
Rule 15c3-3 and confirmation requirements were inadver- 
tent and did not harm customers. 


We are unable to conclude that the sanctions imposed by 
the NASD are excessive or oppressive. It is true that we 
have set aside certain of the NASD’s findings of violation. 
But, in light of applicants’ remaining misconduct, we do not 
consider that any reduction in penalties is warranted. Here 
the disclosure made by applicants to purchasers of NREF 
securities was seriously deficient. Customers were not told 
that the selling broker-dealer and the issuer were under 
common control, that customers were not getting original 
issue shares with proceeds going to the issuer, and that, in 
some cases, they were buying the stock of insiders, in- 


cluding applicants, who were disposing of their shares. 
Under the circumstances, we are not inclined to be lenient. 


An appropriate order will issue. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EVANS, and POLLACK). 


George A. Fitzsimmons 
Secretary 





‘Planning did not appeal its expulsion from NASD 
membership in these proceedings. 


? That paragraph, as then in effect, provided: 


“The provisions of this rule shall not be applicable to a 
broker or dealer: 


(A) who carries no margin accounts, promptly 
transmits all customer funds and delivers all securities 
received in connection with his activities as a broker or 
dealer, does not otherwise hold funds or securities for, 
or Owe money or securities to, customers and effec- 
tuates all financial transactions between the broker or 
dealer and his customer through one or more bank ac- 
counts, each to be designated as ‘Special Accounts for 
the Exclusive Benefit of Customers of (name of the 
broker or dealer)’... .” 


3 Paragraph (f) of the rule, as then in effect, provided: 


“A broker or dealer required to maintain the Reserve 
Bank Account prescribed by this rule or who maintains 
a Special Account referred to in paragraph (k) shall ob- 
tain and preserve in accordance with Rule 17a-4 a 
written notification from each bank in which he has his 
Reserve Bank Account or Special Account that the 
bank was informed that all cash and/or qualified 
securities deposited therein are being held by the bank 
for the exclusive benefit of customers of the broker or 
dealer in accordance with the regulations of the Com- 
mission, and are being kept separate from any other 
accounts maintained by the broker or dealer with the 
bank... .” 


4 Armstrong, Jones & Co. v. S.E.C., 421 F.2d 359, 362 (C.A. 
6, 1970), cert. denied, 398 U.S. 958. 


5 See, e.g., Associated Investors Securities, Inc., 41 S.E.C. 
160, 171 (1962); Lloyd, Miller and Company, 41 S.E.C. 
200, 204-205 (1962). 


6 See The S. T. Jackson & Co., Inc., 36 S.E.C. 631, 655-657 
(1950). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12607A/July 15, 1976 


Admin. Proc. file No. 3-4838 


SEC DOCKET/5 





In the Matter of the Application of 


JAMES D. LANG, JR. 
Fairfax, California 


and 
THOMAS A. SARTAIN 
Novato, California 


For Review of Disciplinary Action Taken by the NATIONAL 
ASSOCIATION OF SECURITIES DEALERS, INC. 


ORDER DISMISSING REVIEW PROCEEDINGS 

On the basis of the Commission's opinion issued this day, IT 
IS ORDERED that these review proceedings be, and they 
hereby are, dismissed. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12612/July 9, 1976 


CONSOLIDATED TAPE 
Compliance by Bunker Ramo Corporation 


The Securities and Exchange Commission today released 
the texts of correspondence between its staff and Bunker 
Ramo Corporation (‘‘Bunker Ramo”) concerning compliance 
by Bunker Ramo with Rule 17a-15 [17 CFR 8240.1 7a-15] 
insofar as that rule requires, through the operation of plans 
declared effective pursuant to its provisions, that vendor in- 
terrogation systems display consolidated last sale informa- 
tion in accordance with specified requirements. The text of 
Bunker Ramo’s letter to the staff and the staff's reply follow: 


Mr. Andrew M. Klein 

Associate Director 

Division of Market Regulation 
Securities and Exchange Commission 
500 North Capitol Street 
Washington, D.C. 20549 


Dear Mr. Klein 


This letter is with reference to the exemption from the 
display requirements of Rule 17a-15 which, was 
granted to Bunker Ramo in Securities Exchange Act 
Release No. 12390, April 29, 1976. 


With this letter, we wish to advise the Commission that 
all of the stock interrogation terminals for which the tem- 
porary exemptions were granted, are now in full com- 
pliance with the display requirements of Rule 17a-15. 
Thus, all Telequote Ill (TQII!) and Market Decision 
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System 7 (MDS-7) terminals are capable of displaying 
the most recent last price for trades as they are 
reported by means of the high speed line of the Con- 
solidated Tape. 


In addition, the displays include the required market 
center identification for the most recent last price, as 
well as a representation of cumulative volume in- 
cluding the most recent trade. 


The display of last sale reports as well as other dis- 
plays, including various price monitoring services, are 
in accordance with the interpretative release of 
minimum display requirements which was issued in 
Securities Exchange Act Release No. 11317/March 
28, 1975, and a description of the displays, and the 
method by which they may be accessed has been dis- 
tributed to users of the TQIIIl and MDS-7 interrogation 
devices. 


In view of the present fully compliant character of 
Bunker Ramo’s interrogation terminals as regards 
Rule 17a-15, it should be noted that any qualifications 
as to their use by brokers and dealers, such as that 
which the Commission noted in Release No. 12390 
with respect to their use in connection with prospec- 
tive short sales, should not be removed. 


We respectfully request that the Commission act to 
remove any restrictions on the use of either the TQIII 
or MDS-7 interrogation terminals as quickly as possi- 
ble. 


Very truly yours, 


M. Sumner 
Securities Industry Liaison 


Mr. Murray Sumner 
Securities Industry Liaison 
Information Systems Division 
Bunker Ramo Corporation 
Trumbull Industrial Park 
Trumbull, Connecticut O6609 


Dear Mr. Sumner: 


This is in response to your letter dated June 16, 1976, 
concerning compliance by Bunker Ramo Corpora- 
tion (“Bunker Ramo”) with the display requirements of 
Rule 17a-15 under the Securities Exchange Act of 
1934 (the “Act’’). In your letter you indicate that all 
Bunker Ramo interrogation devices are now in full 
compliance with the display requirements of Rule 
17a-15, and are capable of displaying the most recent 
last sale as reported in the consolidated transaction 
reporting system, accompanied by a market identifier 
and a representation of cumulative volume. You 
further request that any qualification as to the use of 
Bunker Ramo interrogation devices by brokers and 
dealers, such as that with respect to their use in con- 
nection with prospective short sales, should not be 
removed. 
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We appreciate your advising us of Bunker Ramo’s 
status, and are pleased to hear that Bunker Ramo is 
now in full compliance with the display requirements 
of Rule 17a-15, thus enabling Bunker Ramo’s in- 
terrogation devices to be used for purposes of comply- 
ing with the “tick” test requirements of paragraphs 
(a)(1) or (e)(5) of Rule 10a-1 under the Act, as amend- 
ed on June 12, 1975. 


Sincerely yours, 


Andrew M. Klein 
Associate Director 


>, 8.8 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12613/July 9, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PACIFIC STOCK EXCHANGE INCORPORATED 


File No. SR-PSE-76-21 


The Pacific Stock Exchange Incorporated (‘’PSE"’) submitted 
on June 21, 1976 a proposed rule change under Rule 19b-4 
to expand by ten the number of underlying stocks on which 
it may approve trading in call options. 


Publication of the submission is expected to be made in the 
Federal Register during the week of July 12, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 40 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-PSE 76-21. 


Copies of the asubmission and of all written comments will 
be available for inspection at the Securities and Exchange 
Commission's Public Reference Room, 1100 L Street, N.W.., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12614/July 9, 1976 . 


Admin. Proc. File No. 3-4390 
In the Matter of 


A. J. WHITE & CO. 
320 Waterman Avenue 
East Providence, Rhode Island 


ALLAN J. WHITE 
OPINION OF THE COMMISSION 
BROKER-DEALER PROCEEDINGS 


Where registered broker-dealer and its president arranged 
financings in the form of bank loans for purchase of stock in 
connection with best efforts all or nothing registered offering 
in order to close the offering, without disclosing this aspect 
of the distribution; he/d, that such arrangements violated the 
antifraud, extension of credit, and prospectus delivery 
provisions of the securities statutes. But allegations of im- 
proper books and records based on those arrangements, dis- 
missed. Sanctions consisting of revocation of broker-dealer’s 
registration and of an order barring its president from 
association with any broker or dealer, affirmed. 


APPEARANCES: 


Willis Riccio and Catherine Keane of the Commission for the 
Division of Enforcement. 


S. Joseph Nugent of Nugent & Nugent for A. J. White & Co. 
and Allan J. White. 


These remedial broker-dealer proceedings under the 
Securities Exchange Act of 1934 were instituted by order of 
October 30, 1973. Administrative Law Judge Irving Schiller 
filed his initial decision on January 21, 1975. Oral argument 
was waived. The matter was submitted on the briefs. 


|. INTRODUCTION 


A. J. White & Co., a registered broker-dealer, and Allan J 
White, its president, seek review of an administrative law 
judge's initial decision holding that the firm’s broker-dealer 
registration should be revoked. The decision also held that 
White should be barred from association with any broker or 
dealer, provided that after one year he may apply to the 
Commission to be associated with a broker-dealer in a non- 
proprietary capacity if adequately supervised. 


Our Division of Enforcement opposes the petition for review 
and moves for summary affirmance of the initial decision. 
The Division correctly points our that respondents’ petition 
for review was not filed within the time fixed by our Rules of 
Practice.' However, the sanctions are severe, and 
respondents’ petition was only a few days late. Hence we 
deem it appropriate to overlook the lateness of the petition 
and to consider respondents’ contentions on their merits. 


il. THE FACTS 


The salient facts, which are largely undisputed, are as 
follows: 
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1. In 1970, A. J. White & Co. (“registrant”) agreed to 

* underwrite a public offering of Develco, Inc.2 The 
terms of the underwriting, as set forth in the prospec- 
tus, were described as a “best efforts 65,000 shares 
or none” underwriting.2 By January 1971, registrant 
and White were concerned that the offering would 
have to be abandoned, since the minimum amount of 
securities would not be sold as required by the un- 
derwriting terms.* 


2. White arranged for a meeting to be held either on 
January 18 or 20, 1971, between himself, Noon,® and 
three Develco officers to discuss the offering. White 
announced early in the meeting that the offering 
would probably have to be aborted, and there followed 
a discussion to the effect that money to purchase 
Develco securities might be obtained through loans at 
the Industrial National Bank of Rhode Island (‘‘In- 
dustrial Bank’), based on the credit standing of 
Deveico’s officers. Either Noon or White suggested 
further that such money could be made available to 
persons who wanted to purchase Develco securities, 
but did not have sufficient funds. Noon left the 
meeting apparently to ascertain the available credit of 
the Develco officers, and, upon returning to the 
meeting, announced that arrangements had been 
made so that two of those Develco officers could ob- 
tain up to a total of $18,000 to $20,000 in loans from 
the bank. Noon also indicated that the officers should 
see a certain Mr. Glover in making application for the 
loans at the bank.’ 


3. Upon arrival at the bank, Glover directed the of- 
ficers to complete loan applications which he had 
prepared and to indicate that the purpose of the loans 
was personal. After obtaining the loans, the officers 
contacted two Develco employees and explained that, 
if they wanted to purchase in the offering, money 
would be made available to them. Both employees in- 
dicated a willingness to purchase in the offering, and 
both understood and agreed that the securities 
purchased for their accounts would be sold to meet 
the loan obligations. 


4. An additional $70,000 was invested in Develco 
just prior to the closing of the offering. This money 
was obtained through loan arrangements similar to 
those that have just been described. The record in- 
dicates that when registrant realized that the offering 
was not proceeding as planned, Noon discussed this 
matter with Glover, and they decided that 
arrangements could be made whereby funds could be 
made available for investments in the form of loan 
proceeds obtained from the bank. 


The persons who received loans made these funds 
available to others who actually purchased Develco 
securities. The arrangements also provided that the 
loan commitments would be met by the resale of 
Develco securities, and the profits would be shared 
partly by Noon, Glover, and the person who obtained 
the loan. Glover furnished the names of persons to ob- 
tain the bank loans, and most of these persons were 
members of the Warwick Jaycees.® Noon fulfilled his 
part of the arrangement and provided the names of the 
six persons who actually purchased in the offering 
with the borrowed funds. 
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5. When the bank approved the loans, the proceeds 
were disbursed in the form of six cashier's checks 
which were deposited to the Develco escrow account 
on January 25, 1971.2 Although the checks were 
drawn to the order of ‘A. J. White & Co., Develco 
Escrow Account,” one of the six names was typed on 
the face of each check. Of these six names, three were 
provided by McDermott, a vice president of registrant 
and the manager of one of its branch offices,’° two by 
White and one by Noon. In addition, there were three 
other persons who purchased in the Develco offering 
through similar loan arrangements. 


6. It appears that the purchasers just referred to did 
not personally place orders to purchase the stock. But 
order tickets and confirmations were made out. And 
some of the purchasers knew that their accounts were 
being utilized for Develco purchasers. 


For example, one purchaser told White that, even 
though funds would be available, he could not afford 
to lose anything if the investment resulted in a loss. 
White assured that customer that he did not have to 
worry, and the record indicates that Develco securities 
were purchased and sold through this customer's ac- 
count. Another purchaser told Noon that he could not 
pay for any purchases. But Noon went ahead and 
placed purchase and sale orders in the account know- 
ing that it had no ability to pay. A third purchaser 
testified that he indicated to McDermott that he might 
want to participate in the Develco offering. But this 
purchaser did not discover that his account had been 
utilized to make Develco purchases until he received 
confirmations to that effect. A fourth purchaser 
testified that McDermott solicited his participation in 
the Develco offering, and he indicated that he would 
do so on a delivery against payment basis. When he 
did not receive the stock, he made inquiry and was in- 
formed that shares had, indeed, been placed in his ac- 
count."! 


7. McDermott, Noon, White, and the particular per- 
son obtaining the loan from the bank shared in the 
profits that arose in connection with subsequent 
resale of Develco securities. The record generally in- 
dicates that Noon and Glover agreed that 5% of the 
loan amounts would be divided between themselves 
and that 5% would be given to the borrower. The 
record also indicates that part of White's loan at the 
Industrial Bank was reduced by third party payments, 
and that he accepted some profits in cash. In addition, 
there were sufficient profits so that the actual 
purchasers of Develco securities also received some 
profit from their resale. But there was no prior agree- 
ment to give them such profits. And the timing of the 
sales was dictated by the fact that the loans at the 
bank were due. 


Il. ANTIFRAUD, EXTENSION OF CREDIT, AND 
PROSPECTUS DELIVERY VIOLATIONS 


The terms of the Develco underwriting required that, at a 
minimum, 65,000 shares had to be sold within 60 business 
days. Failure to achieve this goal was to result in the aban- 
donment of the offering and in refunds to investors. Because 
of the conditional nature of the offering, it was especially im- 
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portant that investors be told about the methods to be uti- 
lized in marketing or distributing the Develco securities. 


When it appeared likely that the Develco offering would 
have to abort, it is fairly clear that, in order to sell the 
securities, registrant and White resorted to unusual financ- 
ing arrangements which involved substantial loans. Money 
was made available to individuals who did not otherwise 
have the means to purchase. In some instances the 
proceeds were placed in particular accounts so that 
purchases could be made. While these purchases enabled 
the ofering to be closed, the loan arrangements materially 
altered the method of distribution. These material changes 
were left undisclosed. The financing arrangements and the 
events related to them required that the prospectus be 
amended so as to permit investors to assess the probable 
effect of those arrangements on the success of the distribu- 
tion and the closing of the offering." 


These arrangements, which in essence constituted 100% 
financings, relieved the ultimate purchasers from the com- 
mitments and the obligations that a purchaser of securities 
normally incurs. Since the loans were quite convenient, and 
were considered windfalls to a number of purchasers, the 
purchasers did not have to make investment determinations 
based solely upon the investment risks and merits of the 
securities. Under the circumstances, the purchasers seemed 
to have little concern regarding personal obligations under 
the loans, especially in view of registrant's representations 
that losses would be most unlikely. 


One significant aspect of these arrangements was the fact 
that the individuals who obtained the loans from the bank 
agreed to share in the profits of the resale of the securities. 
These profits provided the incentive whereby such in- 
dividuals would enter loan obligations with the bank. 
However, in the context of a traditional securities distribu- 
tion, this incentive was rather artificial as far as the 
securities distribution was concerned. Also, the 
arrangements clearly indicate the extent to which registrant 
and White would attempt to orchestrate events in order to 
sell the necessary amount of stock. 


It is not that loans are an inappropriate medium for the 
purchase of securities, or that one cannot protect against in- 
vestment risks, but that the financing in this case was neatly 
and conveniently packaged by the registrant, and that the in- 
vestors did not have to borrow through normal procedures. 
These arrangements were an important factor in distributing 
the securities and closing the offering, and they should have 
been disclosed to investors. 


Moreover, the financing maneuvers were unlawful. They 
violated Section 11(d)(1) of the Securities Exchange Act, 
which makes it unlawful for a broker or dealer distributing a 
new issue of securities to extend, maintain, or arrange credit 
for customers in connection with the purchase of such 
securities. And what was being offered here was a new 
issue. Accordingly, we find, as did the administrative law 
judge that registrant's and White’s knowledge of, involve- 
ment in, and arranging of loans violated Section 1 1(d)(1). 


Similarly, Section 7(c) of the Exchange Act states that it is 
unlawful for any broker or dealer to extend or maintain credit 
or arrange for the extension or maintenance of credit on any 
security, except as provided by regulations of the Board of 


Governors of the Federal Reserve System.'? There is no in- 
dication that Develco securities were on the Board of Gover- 
nor’s list of eligible securities, and, given Develco’s brief 
history, it is most unlikely. Thus registrant's conduct was in 
willful violation of Section 7(c) as well as of Section 
11(c)(1). 


We also note that, since the prospectus did not accurately 
disclose the method of distribution, its delivery violated Sec- 
tion 5(b) of the Securities Act because of the document's 
failure to meet the disclosure standards of Section 10 of the 
Act."* 


IV. BOOKS AND RECORDS VIOLATIONS 


The Administrative law judge found that registrant's books 
and records did not reflect the economic substance of the 
transactions. He thought the books and records deceptive 
because they indicated that investors had personally placed 
purchase and sell orders, which was not the case. However, 
the books and records were accurate as to the actual flow 
and location of the securities in customers’ accounts.'® 


The books and records were current. And it seems fairly 
clear that the named customers were the actual purchasers: 
Indeed, the record indicates that some of those customers 
still had Develco securities in their accounts at the time of 
the hearings before the administrative law judge. Hence we 
find no violations in this area. 


V. PUBLIC INTEREST 


Having found that registrant and White engaged in a 
fraudulent scheme, we deem it appropriate to affirm the ad- 
ministrative law judge's determination to revoke registrant's 
registration and to bar White from association with any 
broker or dealer, with the proviso that he may after one year 
apply to the Commission for leave to become associated 
with a broker or dealer in a non-proprietary capacity if ade- 
quately supervised. 


An appropriate order will issue. 

By the Commission (Chairman HILLS and Commissioners 
LOOMIS and EVANS): Commissioner POLLACK not par- 
ticipating. 


George A. Fitzsimmons 
Secretary 





‘See Rules 17(b) and 22(j). 


2 Develco, a Nevada corporation, was engaged in the real es- 
tate development business, particularly in the low-income 
housing area. This was the company’s first public offering. 
On May 7, 1970, Develco filed a Form S-1 registration 
statement with the Commission for 110,000 shares of its 
$.01 par value common stock at $3.50 per share, and the 
statement was declared effective on October 28, 1970. 


3The prospectus explained further ‘‘that if 65,000 shares 
offered hereby are not sold within 60 business days” the 
offering would be abandoned, and the investors’ monies 
would be refunded. 


“There was conflicting testimony as to the necessary 
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remaining amount of money to be invested. White testified 
that $90,000 was required while Develco officers testified 
that they were informed by White or Noon, an officer of the 
registrant, that $20,000 was required. 


5 James A. Noon was vice president of registrant and 
managed the Develco offering for the firm subject to White's 
supervision. He was a respondent in these proceedings. But 
he did not appeal from the administrative law judge's deci- 
sion to bar him from association with any broker or dealer. 
That decision, which included a proviso enabling Noon to 
“apply to the Commission to become so associated in a non- 
proprietary capacity, upon a satisfactory showing to the 
Commission's staff that he will be adequately supervised,” 
has therefore become effective. James A. Noon, Ill, 
Securities Exchange Act Release No. 11262 (February 21, 
1975), 6 SEC Docket 308. 


6 These officers were William S. Dogan, president; Robert H. 
Branchaud, chairman of the board and treasurer; and Robert 
C. Cournoyer, vice president. 


7 Michael J. Glover was the branch manager of the Industrial 
Bank’s branch in East Providence, Rhode Island. 


8 Glover was president of the organization, and Noon was a 
member. 


° Seventy thousand dollars was borrowed in this way. The 
persons who obtained the loans never actually received the 
proceeds, nor did the proceeds leave the bank, since the 
cashier’s checks issued by the bank were deposited directly 
in the Develco escrow account. 


‘© The administrative law judge suspended McDermott from 
association with any broker or dealer for 30 days. No appeal 
was taken from that decision. And the Commission did not 
choose to review on its own motion. Richard J. McDermott, 
Securities Exchange Act Release No. 11222 (February 3, 
1975), 6 SEC Docket 213. 


'! The circumstances relating to each individual's investment 
decision and involvement vary in detail. But the general ap- 
proach and the basic arrangements were uniform in the 
main. 


'2 § F.C. v. Manor Nursing Centers, Inc., 458 F. 2d 1082, 
1098-1100 (C.A. 2, 1972). 


3 The Board's regulations provide that a broker-dealer may 
extend credit only on exchange listed securities and on cer- 
tain over-the-counter securities that resemble exchange 
listed securities. 


'4 Compare S.E.C. v. Manor Nursing Centers, Inc., supra n. 
is: 


'S Generally, the customers involved had_ pre-existing 
relationships with registrant, and registrant appeared to ex- 
ercise discretionary authority over most of these accounts. 
We do not believe it necessary that customers place orders 
personally so long as such orders are placed at their direc- 
tion and are otherwise consistent with their relationship to 
the broker. In those instances where securities were 
purchased in accounts without the customers’ specific 
knowledge, we note that the customers did not reject such 
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orders once the transactions came to their attention, and 
that in most instances they did retain proceeds from the 
sales either as profits or as funds to meet possible tax 
liabilities in connection with the transactions. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12614/July 9, 1976 


Admin. Proc. file No. 3-4390 
In the Matter of 


A. J. WHITE & CO. 
320 Waterman Avenue 
East Providence, Rhode Island 


ALLAN J. WHITE 
ORDER IMPOSING REMEDIAL SANCTIONS 


On the basis of the Commission's opinion of even date 
herewith, it is 


ORDERED that the registration of A. J. White & Co., as a 
broker and dealer be, and it hereby is, revoked; and it is 
further 


ORDERED that Allan J. White be, and he hereby is, barred 
from association with any broker or dealer: and it is further 


ORDERED that after one year from the date hereof the said 
Allan J. White be, and he hereby is, permitted to apply to the 
Commission for leave to become associated with a broker or 
dealer in a non-proprietary capacity; and it is further 


ORDERED that any application of the character referred to 
in the preceding paragraph be supported by a showing of 
adequate supervision satisfactory to the Commission's staff. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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OPINION AND ORDER !MPOSING REMEDIAL SANCTION 
BROKER-DEALER PROCEEDINGS 
Grounds for Remedial Sanction 


Failure to Comply with Net Capital, 
Recordkeeping Requirements 


Reporting and 


Failure to Comply with Security-Count Requirements 
Improper Hypothecation of Customers’ Securities 


Where president of broker-dealer firm aided and abetted 
firm's violations of the Securities Exchange Act's 
recordkeeping, net capital, reporting, security-count and 
hypothecation provisions, he/d, president barred from 
association with any broker or dealer in a proprietary or 
supervisory capacity. 


Delegation of Responsibility 


Where president of broker-dealer continued to delegate 
responsibility for back-office operations to another officer 
whom he knew or should have known was not properly per- 
forming his duties, he/d, in the circumstances president not 
absolved from responsibility for firm's compliance with 
applicable requirements. 


APPEARANCES: 
Frank Berman, for Jerome H. Shapiro. 


Dennis J. Waldeck, Barry D. Goldman and Jeffrey R. Lieb- 
man, of the Chicago Regional Office of the Commission, for 
the Division of Enforcement. 


This broker-dealer proceeding under the Securities Ex- 
change Act was initiated by order of January 11, 1973. Ad- 
ministrative Law Judge Ralph H. Tracy filed an initial deci- 
sion on September 26, 1975. The record was certified to the 
Commission on February 27, 1976. The Commission heard 
oral argument on June 3, 1976. 


Jerome H. Shapiro was president and majority shareholder 
of a broker-dealer firm that bore his name, J. Shapiro Co. 
(“registrant”). Organized in 1968, registrant experienced a 
phenomenal growth. By 1972, the relevant period herein, it 
had seven offices in four states and over 150 employees. ' 
The administrative law judge found that Shapiro was 
responsible for registrant's back-office infractions, and aided 
and abetted violations arising out of its underwriting ac- 
tivities. Shapiro appeals from those findings, and from the 
sanction which the administrative law judge imposed. 


i 


The back-office violations found by the administrative law 
judge are undisputed. They were 


(1) Recordkeeping deficiencies* during the period from June 
1972 to January 1973;4 


(2) Net capital deficiencies ranging from $26,481 to $362.- 


881 in May, June, July and September of 1972 and in 
March of 1973:° 


(3) The filing in September 1972 of registrant's report of 
financial condition 31 days late;® 


(4) The failure to give telegraphic notice of registrant's net 
capital and bookkeeping deficiencies;’ 


(5) The failure to comply with quarterly security-count re- 
quirements during the period from January 1972 to January 
1973; and 


(6) The improper hypothecation of customers’ securities in 
June and July of 1972.9 


Shapiro strenuously denies any responsibility for the back- 
office infactions found by the administrative law judge. Find- 
ing no substance to this contention,'° we agree with the ad- 
ministrative law judge that Shapiro must be held responsible 
for them." 


The president of a corporate broker-dealer must see to it 
that his firm complies with al! applicable requirements. '2 
And he retains that responsibility unless and until he 
reasonably delegates a particular function to another person 
in the firm, and neither knows nor has reason to know that 
such person is not properly performing his duties.’ Here, the 
management of registrant's back office operations had been 
delegated to one Craig Blanchard, a vice president of 
registrant and a certified public accountant'* with broker- 
dealer auditing experience.'® Blanchard was responsible for 
the integrity of the firm's records and prepared its net capital 
computations. He reported directly to Shapiro. 


Shapiro knew of the existence of back-office ‘‘problems” as 
early as October of 1971.'° But he asserts that he was 
“assured” by Blanchard that those problems had been 
resolved. He further contends that such problems were not 
comparable in scope to those that developed later, and that 
he was unaware of the subsequent problems until a July 
1972 inspection by our staff. 


We find these contentions wholly unpersuasive in light of 
the record before us. Most of the infractions that were found 
occurred after May 1972. Not only was Shapiro alerted to 
the existence of back-office problems in October 1971, but 
by May of 1972 he must have known of their magnitude. By 
that month, Blanchard’s failure to supply information had led 
various states either to deny registrant's applications for 
broker-dealer registration or to cause their withdrawal.'’ 
Shapiro acknowledged that, in the ordinary course of 
business, he would have been informed of the problems en- 
countered by registrant in qualifying for state registration.'® 
Here we deal not with on aborted registration but several up 
to May of 1972. Shapiro must have known of the registra- 
tion problems. Hence he must have been aware of the back- 
office inadequacies that engendered them. 


As indicated, a July 1972 inspection by our staff uncovered 
serious and pervasive back-office infractions. Shapiro was 
promptly notified of them. Nevertheless, the problems per- 
sisted. Some weeks later, in September, Shapiro learned of 
extensive deficiencies during the fiscal year ended June 30, 
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1972, found by registrant's auditors, Touche Ross & Co.'? In 
September, registrant hired Robert Bettis, a man with exten- 
sive back-office management experience, to run its back of- 
fice.2° Shortly after assuming his duties, Bettis told Shapiro 
that registrant's office “was in the worst shape” of any he 
had seen. Nevertheless, Blanchard, who was not subject to 
Bettis’ supervision, continued to prepare net capital com- 
putations.2' And Bettis left registrant's employ after two 
months.? 


The picture that emerges from this record is that of a back 
office unable to generate the reliable data necessary for 
compliance with regulatory requirements. As the ad- 
ministrative law judge found, “the basic cause of the 
violations was the inattention to the proper running of a 
broker-dealer office from the standpoint of maintaining 
books and records accurately; computing net capital correct- 
ly; filing reports promptly and supervising personnel 
diligently.” At the very least, Shapiro’s continued reliance on 
Blanchard after May of 1972 to run the back office and to 
prepare net capital computations was patently unwarranted. 
True, Shapiro instituted some corrective measures. But they 
were too little and too late. Under the circumstances, 
Shapiro must be held responsible for the back-office infrac- 
tions found by the administrative law judge.?° We conclude 
that Shapiro willfully aided and abetted those violations. 


IV. 


The administrative law judge barred Shapiro from associa- 
tion with any broker or dealer. Shapiro argues that this sanc- 
tion is too severe.** He cites his record of 15 years in the 
securities business without a prior blemish. 


As has been seen, Shapiro was responsible for serious 
violations.*° His misconduct cannot be condoned. But it was 
managerial in nature. Our purpose here is not to punish 
Shapiro, but ‘to protect the public interest from future harm 
at his hands.’’° In light of this objective we have concluded 
that an unqualified bar is not required. We think it clear that 
Shapiro should not be allowed to occupy a proprietary or 
supervisory position. But we see no reason why he should 
not be permitted to continue in the securities business under 
supervision.’ 


Accordingly, IT 1S ORDERED that Jerome H. Shapiro be, 
and he hereby is, barred from association with any broker or 
dealer in a proprietary or supervisory capacity. 


By the Commission (Chairman HILLS and Commissioners 
LOOMIS and EVANS); Commissioner POLLACK not par- 
ticipating. 


George A. Fitzsimmons 
Secretary 





‘The firm is no longer in business. In April of 1973 the 
United States District Court for the District of Minnesota ap- 
pointed a trustee to liquidate it under the Securities Investor 
Protection Act. S.E.C. v. J. Shapiro Co., 4-73 Civil Action 
212. By the end of 1975, the Secu: :ies Investor Protection 
Corporation had paid out some $2.5 million in satisfaction of 
customers’ claims and administration costs. 


The administrative law judge revoked registrant’s broker- 
dealer registration in these proceedings. And that action has 
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become final. Securities Exchange Act Release No. 11846 
(November 19, 1975), 8 SEC Docket 454. 


2See n. 11, infra. 


3 Section 17(a) of the Securities Exchange Act and Rule 
17a-3 thereunder. 


4In July of 1972 our staff conducted an inspection of 
registrant's records. The inspection disclosed, among other 
things, that (1) registrant's receipt and delivery blotter failed 
to reflect 32 different securities positions valued at some 
$366,000, and to show properly the movement of 11 
securities valued at some $772,000 which had been 
deposited as collateral for a bank loan; and that (2) 
registrant's general ledger failed to reflect securities 
differences of some $414,000. 


In September of 1972, registrant's auditors, Touche Ross & 
Co., issued a report on registrant's back-office operations for 
the year ended June 30. The report noted numerous 
deficiencies. It stated: 


“It appears that there was inadequate direct supervi- 
sion of the...back office operations. Differences 
noted during the quarterly securities counts, as re- 
quired by the Securities and Exchange Commission, 
were not being reconciled and properly adjusted on 
the security records; numerous adjustments were be- 
ing made without approval by appropriate supervisory 
personnel; and securities movements were being 
made without appropriate entries to the security posi- 
tion records. The aging of the ‘fail’ details, although 
available, was not periodically reviewed and old items 
investigated and cleared up; compliance with Regula- 
tion ‘T’ in respect to customer cash accounts and 
maintenance of required margins in customer margin 
accounts was not being strictly enforced; unsecured 
and partially secured customers’ accounts were not 
reviewed and cleared on a timely basis; and excess 
free securities were generally not being segregated or 
placed in safekeeping. Bank accounts were not being 
reconciled to the general ledger cash accounts on a 
timely basis.” 


5 Section 15(c)(3) of the Exchange Act and Rule 15c3-1 
thereunder. The September 1972 Touche report (see n. 4, 
supra) pointed out: 


“At June 30, 1972, the firm was in violation of the 
Securities and Exchange Commission's minimum net 
capital rule. The violation was primarily due to the in- 
ability of the firm to generate the necessary accurate 
information from its accounting system to prepare a 
proper net capital computation because of the 
deficiencies in the maintenance of the security records 
and customers and brokers’ accounts as noted above.” 


® Section 17(a) of the Exchange Act and Rule 17a-5 
thereunder. 


’Section 17(a) of the Exchange Act and Rule 17a-11 
thereunder. 


® Section 17(a) of the Exchange Act and Rule 17a-13 
thereunder. 
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Rule 17a-13 did not become effective until the first day of 
January 1972. 


® Section 15(c)(2) of the Exchange Act and Rule 15c2-1 
thereunder. 


‘© Our findings are based upon an independent review of the 
record. 


'' The administrative law judge also found that registrant, 
aided and abetted by Shapiro, violated the securities acts in 
connection with registrant's underwriting activities. First, he 
found that, although the proceeds of a Regulation A offering 
were required to be deposited with an “escrow agent,” they 
were commingled with registrant's own funds. But the 
record does not show that Shapiro knew or should have 
known of the commingling. Second, the administrative law 
judge found a prospectus deficient with respect to the dis- 
closures made therein about the plan of distribution. We 
agree that the prospectus could have been clearer and more 
informative on this point. But we are not convinced that the 
deficiency was material. It follows that Shapiro was not 
responsible for the violations found in connection with the 
first offering, and that no violation took place with respect to 
the second one. 


2 Alfred Miller, 43 S.E.C. 233, 239-240 (1966); Collins 
Securities Corporation, Securities Exchange Act Release No. 
11766 (October 23, 1975), 8 SEC Docket 250, 256. 


'3 Collins Securities Corporation, Securities Exchange Act 
Release No. 11766 (October 23, 1975), 8 SEC Docket 250, 
256. See also Barraco and Company, 44 S.E.C. 539, 541 
(1971); Weston and Company, 44 S.E.C. 692, 694-695 
(1971). 


‘4 Blanchard had previously been associated with Touche. 


'® Pursuant to his consent, Blanchard, a respondent in these 
proceedings, was (1) barred from association with any 
broker, dealer, investment adviser or investment company, 
and (2) prohibited from practicing public accounting before 
the Commission for two years. Securities Exchange Act 
Release No. 10579 (January 3, 1974), 3 SEC Docket 330. 


'® A Touche report of October 1971 cited them. Among the 
deficiencies noted were the absence of customer account 
cards, Regulation T violations, payments to customers for 
securities prior to their delivery to registrant, unlocated 
security-count differences, untimely reconciliations of bank 
accounts, and incorrect names and addresses of customers. 
The report further pointed out: 


“A vice president and treasurer [Blanchard] also 
serves as the Company controller. With continuing 
growth of the Company, it may be desirable to relieve 
[him] of certain detailed accounting duties so as to 
place him in more of a supervisory position. This 
should result in better controls over the Company's 
operations. 


“With the continuing growth of the Company, a significant 
volume of paper and records is being generated from 
operations. It is desirable to have records in proper order to 


facilitate easy handling and quick reference. Storage space 
is presently limited and most records are stacked on top of 
each other, either in racks or on the floor. We recom- 
mend...appropriate storage space be provided for non- 
current records... .”’ 


"7 In May 1972 registrant was advised by its counsel that he 
would request the withdrawal of its Indiana application if it 
did not furnish promptly “a current unaudited balance sheet 
and profit and loss statement’ and other financial data re- 
quired by Indiana. Sometime thereafter, the application was, 
in fact, withdrawn. 


'® But he did not ‘recall’ being told of the registration 
problems in the various states arising out of Blanchard’s 
failure to provide the requisite financial statements. 


8 See discussion of the September 1972 Touche report in 
nn. 4 and 5, supra. 


20 Other corrective measures were also undertaken by 
registrant. It hired additional back-office personnel, set up an 
internal audit staff, adopted new recordkeeping procedures 
and obtained additional capital. 


2! Touche suggested that Shapiro should not fire Blanchard 
since he was a trained professional, well acquainted with 
registrant's operations. In the circumstances, Touche was of 
the view that “the company would be better off retaining 
Blanchard under proper supervision.’’ But no such oversight 
was provided. 


22He resigned in November 1972 in a squabble with 
registrant over the adoption of back-office procedures. In his 
letter of resignation, he stated: 


“For the past 2 years or more, you have been 
operating an office without proper supervision, and 
have only allowed me 2 months to ‘clean up’ the areas 
of weakness. 


“As you know, it is only a matter of time before the 
S.E.C. and the N.A.S.D. will be converging on you like 
an army. When this happens, the firm of J. Shapiro & 
Co. will literally be torn apart. 


se * 


“The firm is in need of a whole reconstruction. . : As 
you have no chain of authority - organization - 
controls - or Co. policies. Corporations your size are 
just not operated in this manner. You've grown too 
quickly for the methods... which you are using.” 


23 See United States v. Park, 421 U.S. 658 (1975). 


*He points to a lesser sanction imposed, pursuant to an 
offer of settlement, in another case. But that does not help 
him. As we have previously pointed out, in settlement cases 
we take into account pragmatic considerations such as the 
avoidance of time-and-manpower-consuming adversary 
proceedings. Samue/ H. S/oan, Securities Exchange Act 
Release No. 11376 (April 28, 1975) 6 SEC Docket Elz. 
775 n. 24: Haight & Company, Inc., 44 S.E.C. 481, 512- 
513. Here, however, the record before us is fully developed 
erd establishes the misconduct we have found. 
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2° See Blaise D'Antoni Associates, Inc. v. S.E.C., 289 F. 2d 
276, 277 (CA. 5, 1961) ("The net capital rule is one of the 
most important weapons in the Commission's arsenal to 
protect investors.’); Fox Securities Company, /nc., Securities 
Exchange Act Release No. 10475 (November 1, 1973), 2 
SEC Docket 667, 669 (‘accurate and current records are es- 
sential to enable a broker-dealer to determine compliance 
with the net capital and other requirements.”); Wanda O. 
Olds, 37 S.E.C. 23, 26 (1956) ("The requirements that 
books be kept current ard financial reports be filed on 
time... are important’). 


26 eo Glassman, Securities Exchange Act Release No. 
11929 (December 16, 1975), 8 SEC Docket 735, 736. 


2? Our failure to address ourselves explicitly to a particular 
contention does not mean that we have ignored it. All points 
have been considered. Shapiro's exceptions to the ad- 
ministrative law judge’s initial decision are overruled or 
sustained to the extent that they are inconsistent or in ac- 
cord with our decision. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12616/July 12, 1976 


Admin. Proc. File No. 3-4981 
In the Matter of 


GENERAL BOND AND SHARE CO. 
933 South Euclid Way 
Denver, Colorado 80209 


SAM CLARENCE PANDOLFO 
933 South Euclid Way 
Denver, Colorado 80209 


FINDINGS AND ORDER IMPOSING REMEDIAL 
SANCTION 


In these broker-dealer proceedings under the Securities Ex- 
change Act,’ General Bond and Share Co. (General Bond) 
and Sam Clarence Pandolfo (Pandolfo), a registered 
representative and principal of General Bond have submitted 
offers of settlement which the Commission has determined 
to accept. Without admitting or denying the allegations in 
the Order for Proceedings, Respondents consent to findings 
of violations as alleged in that Order and to the imposition of 
specified sanctions 


On the basis of the Order for Proceedings and the offer of 
settlement, it is found that 


1. During the period from on or about October 17, 1973 to 
about February 21, 1975, General Bond and Pandolfo 
wilfully aided and abetted violations of Sections 5(a) and 
5(c) of the Securities Act of 1933 in the offer to sell, sale 
and delivery after sale of shares of the common stock of 
Polaris Mining Company when no registration statement 
was filed with the Commission or in effect as to said 
securities pursuant to the Securities Act of 1933. 
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2. During the period from about December 3, 1974 to 
about February 1975, General Bond and Pandolfo wilfully 
aided and abetted violations of Section 17(a) of the 
Securities Act of 1933 and Section 10(b) of the Securities 
Exchange Act of 1934 and Rule 10b-5 thereunder in con- 
nection with offering, selling, purchasing and effecting trans- 
actions in securities of Polaris Mining Company. 


In view of the foregoing, it is in the public interest to impose 
the sanctions to which respondents have consented. 


Accordingly, IT 1S ORDERED that the registration as a 
broker-dealer of General Bond and Share Co. be suspended 
for a period of two weeks and Sam Clarence Pandolfo be 
suspended for a period of two weeks from being associated 
with any broker-dealer, each such suspension to commence 
on the opening of business on the second Monday after the 
date of this order. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





'In the Matter of Douglas & Co., et al. Instituted March 3, 
1976. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12617/July 12, 1976 


In the Matter of 


THE BOSTON STOCK EXCHANGE 
53 State Street 
Boston, Massachusetts 02109 


(SR-BSE-76-9) 
ORDER APPROVING PROPOSED RULE CHANGE 


On May 4, 1976, the Boston Stock Exchange (the ‘“BSE’’) 
filed with the Commission, pursuant to Section 19(b) of the 
Securities Exchange Act of 1934 (the ‘‘Act’’), as amended 
by the Securities Acts Amendments of 1975, and Rule 19b- 
4 thereunder, copies of a proposed rule change. The BSE 
filed amendments and corrections to the proposed rule 
change on May 27, 1976. The rule change provides for 
regulation of short sales on the BSE by the BSE and is sub- 
stantially similar to the Commission’s Rule 10a-1 under the 
Act. 


Notice of the proposed rule change was given by publication 
of a Commission release (Securities Exchange Act Release 
No. 12502 (June 2, 1976)), and notice together with the 
terms of substance of the proposed rule change was given 
by publication in the Federa/ Register (41 Fed. Reg. 23253 
(June 9, 1976)). 


The Commission finds that the proposed rule change is con- 
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sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to exchanges, and, in par- 
ticular, the requirements of Section 6, and the rules and 
regulations thereunder. 


IT IS THEREFORE, ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on May 4, 1976, and amended and corrected on 
May 27, 1976, be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12618/July 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
PHILADELPHIA STOCK EXCHANGE, INC. 


File No. SR-PHLX-76-15 


The Philadelphia Stock Exchange, Inc. (the ‘“PHLX’’) sub- 
mitted on July 9, 1976 a proposed rule change under Rule 
19b-4 to permit specialists and other members, while on the 
equity floor of the exchange, to trade in options covered by a 
prospectus issued by the Options Clearing Corporation, and 
to trade in the securities underlying such options. 


Publication of the submission is expected to be made in the 
Federal Register. during the week of July 12, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capital Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-PHLX-76-15. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D. C. Copies of the filing will also be available 
at the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12619/July 12, 1976 


PUBLIC UTILITY HOLDING CO. ACT OF 1935 
Release No. 19611/July 12, 1976 


INVESTMENT CO. ACT OF 1940 
Release No. 93521/July 21, 1976 


SIMPLIFICATION OF CORPORATE DISCLOSURE (S7-645) 
Proposed Amendments of Certain Forms and Related Rules 


The Securities and Exchange Commission today published 
for comment proposed amendments to certain of its rules, 
schedules and reporting forms under the Securities Ex- 
change Act of 1934 (the “Exchange Act”) which would (1) 
provide for more timely filing of reports on Form 8-K (17 
CFR 249.308); (2) decrease the number of items of informa- 
tion required to be included in reports on Form 8-K by 
transferring certain items to the Form 10-Q (17 CFR 
249.308a): (3) revise certain of the items retained in the 
Form &-K, as well as three of those transferred to the Form 
10-Q; (4) add a new item to Form 8-K requiring disclosure 
of bankruptcy or receivership proceedings; (5) add two new 
items to Form 10-K (17 CFR 249.310) to require disclosure 
of items previously required in reports on Form 8-K; and (6) 
revise Item 5 of Schedule 14A of Regulation 14A under the 
Exchange Act (17 CFR 240.14a-101) to conform to the 
proposed amendment to Item 1 of Form 8-K. Forms 8-K, 
10-Q and 10-K are the general forms for current, quarterly 
and annua! reports filed pursuant to Section 13 or 15(d) of 
the Exchange Act and Schedule 14A specifies the informa- 
tion required to be set forth in proxy and information 
statements filed pursuant to Section 14 of that Act. 
Schedule 144A is also applicable to the solicitation of proxies 
under the Public Utility Holding Company Act of 1935 and 
the Investment Company Act of 1940. 


This release contains a general discussion of the 
background, purpose and general effect of the proposals. A 
brief synopsis of each proposal is included, but attention is 
directed to the text of the proposals for a more complete un- 
derstanding. 


BACKGROUND AND PURPOSE 


These proposals represent an important step forward in the 
Commission’s continuing efforts to further simplify and 
rationalize the corporate disclosure system under the federal 
securities laws and to provide more meaningful information 
to investors. 


The proposals to transfer certain items from the Form 8-K to 
the Form 10-Q' and to require that reports on Form 8-K be 
filed within ten days after the occurrence of the event 
reported are intended to provide more comprehensive 
reports on Form 10-Q and more current reporting on Form 
8-K of events of major importance to investors. The Com- 
mission believes that these proposals, if adopted, will make 
the corporate reporting system under the Exchange Act 
more useful and meaningful to investors. In addition, the 
proposals should substantially reduce the number of reports 
on Form 8-K required to be filed and therefore result in 
significant savings of costs and time to registrants and the 
Commission. 
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The Commission today reiterated, however, the obligation of 
publicly held companies to make full and prompt an- 
nouncements of material facts regarding the company’s 
financial condition, notwithstanding its compliance with the 
reporting requirements of the Exchange Act. The Commis- 
sion believes that these proposals do not in any way affect 
the responsibility of management for making such an- 
nouncements. The failure of companies to make prompt and 
accurate disclosure of information, both favorable and un- 
favorable, to security holders and the investing public may 
violate the Exchange Act and, in the case of an issuer mak- 
ing a continuous offering of its shares, may also violate the 
Securities Act of 1933 if the prospectus is not appropriately 
updated. Therefore, corporate managements are urged once 
again to review their policies with respect to corporate dis- 
closure and endeavor to set up procedures which will insure 
that prompt disclosure be made of all material corporate 
developments.” 


SYNOPSIS OF THE PROPOSALS 


|. Proposals Relating to the Time for Filing Reports on Form 
8-K 


Proposed Amendments to Securities Exchange Act Rules 
13a-11 (17 CFR 240.13a-11) and 15d-11 (17 CFR 
w40.15d-11) and to Instruction B to Form 8-K 


Securities Exchange Act Rules 13a-11 and 15d-11 and 
Instruction B to Form 8-K presently require that reports on 
Form 8-K be filed within ten days after the end of the month 
during which any event specified in the form occurs. The 
amendments proposed today would require that these 
reports be filed within 10 days after the occurrence of an 
event specified in the form. Registrants could continue, 
however, to report more than one event in a report on Form 
8-K provided that the report is filed within 10 days after the 
occurrence of the earliest reported event. 


Proposed Amendment to Instructions to Form 8-K with 
respect to Filing of Financial Statements of Businesses Ac- 
quired 


In light of the proposed earlier filing date for reports on Form 
8-k, and in order to provide additional time for registrants to 
file the audited financial statements required to be included 
in reports of an acquisition of a significant amount of assets 
pursuant to Item 2 of Form 8-K, the Commission also is 
proposing to amend Instruction 4 of the Instructions to Form 
8-K relating to Financial Statements of Businesses Ac- 
quired. The proposed amendment to Instruction 4 would 
permit registrants to file the required financial statements, 
under cover of Form 8, as an amendment to the 8-K report, 
within 60 days after the report is filed. However, registrants 
which take advantage of the automatic sixty day extension 
of time would be expected to file with the report on Form 8- 
K such of the required financial statements as are available 
or such other financial information of a similar character to 
that required as is available at the time the report is filed. 
This provision is intended to assure that financial informa- 
tion necessary to enable investors to understand the 
reported transaction is available at the time the report on 
Form 8-K is filed, but to alleviate the difficulties registrants 
could encounter if audited financial statements of 
businesses acquired were required to be filed within ten 
days after the acquisition. 
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I!. Proposals Relating to the Transfer of Items From Form 8- 
K to Form 10-Q 


Proposed Amendments to Form 8-K For Current Reports un- 
der Section 13 or 15(d) of the Securities Exchange Act 


The amendments proposed today would eliminate the 
following information items from Form 8-K; Item 3 (Legal 
Proceedings), Item 4 (Changes in Securities), Item 5 
(Changes in Security for Registered Securities), Item 7 (In- 
crease in Amount of Securities Outstanding), Item 8 
(Decrease in Amount of Securities Outstanding), Item 9 (Op- 
tions to Purchase Securities), and Item 11 (Submission of 
Matters to a Vote of Security Holders). The items remaining 
in Form 8-K would be renumbered. 


Proposed Amendments to Form 10-Q for Quarterly Reports 
under Section 13 or 15(d) of the Securities Exchange Act 


The Commission is proposing to require that the information 
called nor by the items proposed to be eliminated from Form 
8-K be included in quarterly reports on Form 10-Q? with the 
exception of Item 9 (Options to Purchase Securities), since 
the disclosure called for by that item already is required in 
annual reports on Form 10-K and in proxy and information 
statements filed pursuant to Section 14 of the Securities Ex- 
change Act. 


The proposed amendments to Form 10-Q would provide for 
a two part report. Part | would contain the financial informa- 
tion presently required by the form. Part Il, which would be 
deemed to be a ‘filed’ document and subject to the liability 
provisions of Section 18 of the Exchange Act, would con- 
tain: (1) the information reported pursuant to the six items 
being transferred to Form 10-Q from Form 8-K; (2) a 
proposed new Item 7 permitting a registrant voluntarily to 
include in its quarterly report any information not otherwise 
called for by Form 10-Q which the registrant deems of 
material importance to security holders; (3) a proposed new 
Item 8 relating to reports on Form 8-K, if any, which have 
been filed by registrant during the quarter covered bh the 
report; and (4) appropriate instructions as to required ex- 
hibits. The General Instructions to Form 10-Q would be 
revised to reflect the proposed reorganization of the form 
into the two parts and to include instructions appropriate to 
the non-financial information required by new Part II of the 
form. 


Proposed new Item 7 of Part Il of Form 10-Q, which would 
permit registrants to report matters of material importance 
to security holders, is identical to existing Item 13 of Form 
8-K and to proposed New Item 7 of Form 8-K. 


In addition, proposed new Item 8 of Part Il of Form 10-0 
would require, in addition to the requirements that 
necessary exhibits to other items of Part II be filed, that 
registrants state whether any reports on Form 8-K have 
been filed during the quarter covered by the report and list 
the items reported and the dates of the reports. This 
proposal is intended to provide users of the reporting system 
with a convenient reference to determine whether a 
registrant has filed any reports on Form 8-K. 


Proposed Amendments to Securities Exchange Act Rules 
13a-13 (17 CFR 240.13a-13) and 15d-13 (17 CFR 
240.15d-13) 
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In connection with the proposed transfer of items from Form 
8-K to 10-Q, the Commission is proposing to revise 
Securities Exchange Act Rules 13a-13 and 15d-13 to re- 
quire life insurance companies, holding companies having 
only life insurance subsidiaries, and certain mining com- 
panies to file quarterly reports on Part || of Form 10-Q if an 
event covered by the items in Part Il has occurred during the 
quarter. Such companies presently are required to file 
current reports on Form 8-K. Thus, the proposed amend- 
ment, in effect, would preserve the status quo. The proposed 
amendments would not affect the exemption from the re- 
quirements to file quarterly and current reports on Forms 
10-Q and 8-K presently available to certain investment com- 
panies and foreign private issuers. 

In addition, Securities Exchange Act Rules 13a-13 and 15d- 
13 presently provide that reports on Form 10-Q shall not be 
deemed to be ‘‘filed’ for the purpose of Section 18 of the 
Exchange Act or otherwise subject to the liabilities of that 
section.* The Commission is proposing to amend these rules 
to limit this exemption from Section 18 liability to the finan- 
cial information required by proposed Part | of the form. The 
non-financial information called for by proposed new Part Ii 
of Form 10-Q, that is, the items proposed to be transferred 
to the Form 10-Q from the Form 8-K, would be deemed to 
be ‘‘filed’’ for the purpose of Section 18 of the Act. 


Proposed Amendments to Form 10-K for Annual Reports 
Pursuant to Section 13 or 15(d) of the Securities Exchange 
Act 


Reports on Form 10-Q are not required for the fourth quarter 
of a registrant's fiscal year and certain of the items of infor- 
mation presently required to be included in reports on Form 
8-K, now proposed to be transferred to Form 10-Q, are not 
required to be included in reports on Form 10-K. Therefore, 
in order to provide for prompt reporting of the information 
called for by these items concerning events occurring during 
registrant's fourth quarter, the Commission is proposing to 
revise Form 10-K to require disclosure of the following items 
of information.® unless previously reported in a report on 
Form 10dQ: Proposed new Item 7 (Changes in Securities 
and Changes in Security for Registered Securities) and 
Proposed new Item 9 (Submission of Matters to a Vote of 
Security Holdersz. In addition, the Commission is proposing 
to add to the Form 10-K new Item 12(b) (Reports on Form 
8-K) requiring registrants to state whether any reports on 
Form 8-K have been filed during the last quarter of the 
period covered by the report and to list the items reported 
and the dates of the reports. Certain existing items of Form 
10-K would be renumbered, and other minor technical 
changes made, in order to properly reflect these proposed 
amendments. 


ill. Proposed Amendments to Items of Form 8-K, for current 
reports under Section 13 or 15{d} of the Securities Ex- 
change Act, and to Schedule 14A to Regulation 14A under 
the Securities Exchange Act. 


A. Proposed Amendment to Item 7 of Form &-K (Changes in 
Control of Registrant) and to Item 5 of Schedule 14A to 
Regulation 14A (Voting Securities and Principal Holders 
Thereof) 


The Commission is proposing to revise Item 1 of Form 8-K 
to require, in addition to the information presently required 
to be reported concerning changes in control of registrant, 


disclosure of (1) the identity of the person or persons from 
whom control was assumed and (2) a description of any 
arrangements, including a pledge of securities of the issuer 
or any of its parents, which might result in a change of con- 
trol of the issuer. This proposal is intended to conform the 
disclosure requirements of Form 8-K with respect to 
changes of control to the existing requirements of Item 5(e) 
and (f) of Schedule 14A to Regulation 14A under the 
Securities Exchange Act, applicable to proxy and informa- 
tion statements. 


The Commission also is proposing to amend Item 1 of Form 
8-K and Item 5 of Schedule 14A to require the following ad- 
ditional disclosure concerning changes in control: (1) the 
amount and source of the consideration used by the person 
or persons who acquired control; (2) the terms of any loans 
or pledges obtained by the new control group for the pur- 
pose of acquiring control and the names of the lenders or 
pledgees; and (3) a description of any agreements or un- 
derstandings among members of both the former and new 
control groups and their associates with respect to election 
of directors or other matters. 


B. Proposed Amendment to Item 2 of Form 8-K (Acquisition 
or Disposition of Assets) 


In order to provide for reporting of more complete informa- 
tion concerning acquisitions or dispositions of significant 
amounts of assets, otherwise than in the ordinary course of 
business, the Commission is proposing to amend Item 2 of 
Form 8-K to require a statement of the reasons for the 
reported transaction and identification of the source of funds 
used if the transaction is an acquisition. 


C. Proposed Addition of New Item 3 to Form 8-K (Bankrupt- 
cy or Receivership) 


The Commission is proposing to add a new Item 3 to Form 
8-K to require reporting of information concerning the ap- 
pointment of a receiver or trustee for registrant or its parent 
in a proceeding under the Bankruptcy Act or in any other 
proceeding under State or Federal law in which a court or 
governmental body has assumed jurisdiction over substan- 
tially all of the assets or business of the registrant or its 
parent, or if such jurisdiction has been assumed by leaving 
the existing directors and officers in possession, but subject 
to the supervision and control of a court or governmental 
body. The Commission believes that it would be extremely 
useful to investors to have this information available in the 
Commission's public files. 


D. Proposed New Item 4 of Form 8-K (Non-compliance with 
Terms of or Default Upon Senior Securities}(presently Item 
6) 


Existing Item 6 of Form 8-K is proposed to be renumbered 
as Item 4 and would be amended to require registrants to 
report, in addition to the information presently called for by 
the item, any nonpayment of principal or interest on senior 
securities which remains unpaid for longer than 15 days 
from the date on which the payment was due. 


E. Proposed New item 5 of Form 8-K (Material Charges and 
Credits to Income of an Unusual or Infrequent Nature and 
Direct Charges and Credits to Retained Earnings (exclusive 
of dividends).) (Presently Item 10) 
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In light of the decicision to require 8-K reports to be filed 
within 10 days of the date of occurence, the Commission 
proposes to separate the disclosures currently required by 
Item 10. Experience has shown that it is sometimes difficult 
to make the computations required by Item 10 and secure 
the auditor's letter with respect to the proposed discussion 
within a 10-day period. The Commission continues to 
believe that timely reporting of such charges and credits is 
important and desirable. It is therefore retaining the notifica- 
tion provisions of Item 10 in proposed Item 5; the details 
would be disclosed in Form 10-Q or Form 10-K for fourth 
quarter events. The Commission believes that it is likely that 
the Form 10-Q and Form 10-K will receive wider circulation 
than the Form 8-K and that the details are more meaningful- 
ly assessed against the financial data disclosed in the 10-Q 
or 10-K. 


The Commission's experience over the past three years as 
well as public analyses and criticisms on the impact of Item 
10 have indicated that the compliance with this instruction 
has been inadequate. The Commission reminds registrants 
of their responsibilities to make timely disclosure of the 
matters called for by Form 8-K. The Commission intends to 
monitor compliance with its revised disclosures and will take 
further action in appropriate circumstances. 


F. Proposals to Renumber the Remaining Items of Form 8-K 


The remaining items of Form 8-K and the instructions as to 
necessary exhibits would be renumbered to reflect the 
above-outlined changes, the deletion of !tem 9 and the 
transfer of present Items 3, 4, 5, 7, 8, and 11 to the Form 
10-Q. 


iV. Proposed Amendments to /tems of 8-K Proposed to be 
Transferred to New Part Il of Form 10-Q 


A. Proposed Item 17, Part /l of Form 
Proceedings) (presently Item 3 of Form 8-K) 


10-Q (Legal 


Proposed Item 1 (Legal Proceedings) of new Part II of Form 
10-Q would require, in addition to the information concern- 
ing legal proceedings presently called for by existing Item 3 
of Form 8-K, disclosure of the material terms of a settlement 
of a legal proceeding previously reported, including, if 
material, the amount of damages paid or received by 
registrant and other relief awarded to each party to the 
settlement. 


B. Proposed Item 4 (increase In Amount of Securities 
Outstanding) and Proposed Item 5 (Decrease in Amount of 
Securities Outstanding) of Part Il of Form 10-Q (presently 
Items 7 and 8 of Form 8&-K) 


Proposed Item 4 (increase in Amount of Securities Outs- 
tanding) and Item 5 (Decrease in Amount of Securities 
Outstanding) of Part ii of Form 10-Q would permit 
registrants to treat each of the following as a class of debt 
securities for the purpose of responding to these items: (1) 
convertible long term debt, (2) non-convertible long term 
debt and (3) other indebtedness. The intention of this 
proposal is to require disclosure of increases or decreases in 
the amount of debt securities outstanding only when the 
aggregate amount of ali changes in the amount of securities 
outstanding in each category, including changes not 
previously reported, exceeds 5 percent of the total outstand- 
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ing debt in the category. The required disclosure with 
respect to increases or decreases in outstanding classes of 
equity securities would continue to be the same as required 
by existing Items 7 and 8 of Form 8-K. 


PROPOSED AMENDMENTS 


The text of the proposed amendments is set forth below: 





ATTENTION 
The texts of the following proposed amendments 
use B> <@ arrows to indicate new material and | | 
brackets to indicate deletions. 











1. Rule 13a-11 is proposed to be amended to read as 
follows: § 240.13a-11 Current reports on Form 8-K (17 CFR 
249.308). 


(a) Except as provided in paragraph (b) of this section, 
every registrant subject to 8 240.13a-1 shall file a 
current report on Form 8-K within 10 days after the 
{close of any month during which any of the events] 
@ occurrence of an event «@ specified in that form 
|occurs], unless substantially the same information as 
that required by Form 8-K has been previously 
reported by the registrant. 


*_* 8% 


2. Rule 13a-13 is proposed to be amended to read as 
follows: § 240. 13a-13 Quarterly reports on Form 10-Q (17 
CFR 249.308a). 


(a) Except as provided in [paragraph] @® paragraphs 
(b) @@ and (c)«@ of this section, every issuer which has 
securities registered pursuant to section 12 of the Act 
and which is required to file annual reports pursuant to 
section 13 of the Act on Form 10-K (§ 249.310 of this 
chapter), 12-K (§ 249.312 of this chapter) or U5S (8 
249.450 of this chapter) shall file a quarterly report 
on Form 10-Q (§ 249.308a of this chapter) within the 
period specified in General Instruction A to that form, 
for each of the first three fiscal quarters of each fiscal 
year of the issuer, commencing with the first such 
fiscal quarter which ends after securities of the issuer 
become so registered. 


{(b) Quarterly reports on Form 10-Q need not be filed 
by the following issuers: ] 


@ (b) The provisions of this rule shall not apply to the 
following issuers: «% 


1. Investment companies required to file quarterly reports 
pursuant to § 240.13a-12; Bor «® 


2. Foreign private issuers required to file reports pursuant to 
§ 240.13a-16. 


@ (c) Part | of the quarterly report on Form 10-Q need 
not be filed by the following issuers: 


) 
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|3\@>1.<@ Life insurance companies and holding com- 
panies having only life insurance subsidiaries; or 

[4] |Deleted.| 

[5|@>2 <BMining companies not in the production stage but 
engaged primarily in the exploration for or the development 
of mineral deposits other than oil, gas or coal, if all the 
following conditions are met: (I) the registrant has not been 
in production during the current fiscal year or the two years 
immediately prior thereto; except that being in production 
for an aggregate period of no more than eight months over 
the three-year period shall not be a violation of this condi- 
tion; and (II) receipts from the sale of mineral products or 
from the operations of mineral producing properties by the 
registrant and its subsidiaries combined have not exceeded 
$500,000 in any of the most recent six years and have not 
aggregated more than $1,500,000 in the most recent six 
fiscal years. 


[(c)]}@>(d)«Public utilities, common carriers and 
pipeline carriers which submit financial reports to the 
Civil Aeronautics Board, the Federal Communications 
Commission, the Federal Power Commission or the 
Interstate Commerce Commission may, at their op- 
tion, in lieu of furnishing the information called for by 
Form 10-Q, file as exhibits to reports on this form 
copies of their reports submitted to such Board or 
Commission for the preceding fiscal quarter or for 
each month of such quarter, as the case may be, 
together with copies of their quarterly reports, if any, 
for such periods sent to their stockholders. 


|(d)] 8 (e)@Notwithstanding the foregoing provisions 
of this section, [reports on Form 10-Q, or reports| @»> 
the financial information required by Part | of Form 
10-Q, or financial information €@ submitted in lieu 
thereof pursuant to paragraph [(c)| @® (d) «@ of this 
section, shall not be deemed to be “‘filed’’ for the pur- 
pose of section 18 of the Act or otherwise subject to 
the liabilities of that section of the Act but shall be 
subject to all other provisions of the Act. 


3. Rule 15d-11 is proposed to be amended to read as 
follows: 8 240.15d-11 Current reports on Form 8-K (17 
CFR 249.308). 


(a) Except as provided in paragraph (b) of this section, 
every registrant subject to § 240.15d-1 shall file a 
current report on Form 8-K within 10 days after the 
{close of any month during which any of the events] 
@ occurrence of an event «@ specified in that form 
[occurs], unless substantially the same information as 
that required by Form 8-K has been previously 
reported by the registrants. 


**# © e * 


4. Rule 15d-13 is proposed to be amended to read as 
follows: § 240.15d-13 Quarterly reports on Form 10-Q (17 
CFR 249.308a). 


(a) Except as provided in [paragraph] @®» paragraphs 
@@ (b) B and (c) 4g of this section, every issuer which 
has securities registered pursuant to the Securities Act 
of 1933 and which is required to file annual reports 


pursuant to section 15(d) of the Securities Exchange 
Act of 1934 on Forms 10-K (§ 249.310 of this 
chapter), 12-K (8 249.312 of this chapter) or U5S (§ 
249.450 of this chapter) shall file a quarterly report on 
Form 10-Q (8 249.308a of this chapter) within the 
period specified in General Instruction A to that form, 
for each of the first three fiscal quarters of each fiscal 
year of the issuer, commencing with the first such 
fiscal quarter which ends after securities of the issuer 
become so registered. 


|(b) Quarterly reports on Form 10-Q need not be filed 
by the following issuers: ] 


® (b) The provisions of this rule shall not apply to the 
following issuers: «@ 


1. Investment companies required to file quarterly reports 
pursuant to § 240.15d-12; @ or 


2. Foreign private issuers required to file reports pursuant to 
§ 240. 15d-16. 


@ (c) Part | of the quarterly report on Form 10-Q need 
not be filed by the following issuers: «a 


{3}@ 1 .<@ Life insurance companies and holding companies 
having only life insurance subsidiaries; or 


[4] |Deleted.| 


|5|S 2.4 Mining companies not in the oroadiction stage 
but engaged primarily in the exploration for or the develop- 
ment of mineral deposits other than oil, gas or coal, if all the 
following conditions are met: (I) the registrant has not been 
in production during the current fiscal year or the two years 
immediately prior thereto; except that being in production 
for an aggregate period of no more than eight months over 
the three-year period shall not be a violation of this condi- 
tion; and (Il) receipts from the sale of mineral products or 
from the operations of mineral producing properties by the 
registrant and its subsidiaries combined have not exceeded 
$500,000 in any of the most recent six years and have not 
aggregated more than $1,500,000 in the most recent six 
fiscal years. 


|(c)|@(d)<@§ Public utilities, common carriers and 
pipeline carriers which submit financial reports to the 
Civil Aeronautics Board, the Federal Communications 
Commission, the Federal Power Commission or the 
Interstate Commerce Commission may, at their op- 
tion, in lieu of furnishing the information called for by 
Form 10-Q, file as exhibits to reports on this form 
copies of their reports submitted to such Board or 
Commission for the preceding fiscal quarter or for 
each month of such quarter, as the case may be, 
together with copies of their quarterly reports, if any, 
for such periods sent to their stockholders. 


|(d) | (e) <a Notwithstanding the foregoing provisions 
of this section, [reports on Form 10-Q or reports|@» 
the financial information required by Part | of Form 
10-Q, or financial information «@ submitted in lieu 
thereof pursuant to paragraph [(c)| @» (d) <@ of this 
section, shall not be deemed to be ‘‘filed” for the pur- 
pose of section 18 of the Act or otherwise subject to 
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the liabilities of that section of the Act but shall be 
subject to all other provisions of the Acct. 


5. Form 8-K is proposed to be amended to read as follows: § 
249.308 Form 8-K, for current reports. 


SECURITIES AND EXCHANGE COMMISSION 
Washington, D.C. 20549 


Form 8-K 
CURRENT REPORT 


Pursuant to Section 13 or 15(d) of the Securities Exchange 
Act of 1934 


|For the Month of Bik es | 





Exact name of registrant as specified in its charter) 


Se 
(State or other jurisdiction 
of organization) 





= «4 
(Commission (IRS Employer 
File number) Identification 

No.) 





(Address of principal executive offers) (Zip Code) 


@ Registrant's telephone number, including area code 





Date of report (Date of earliest event reported) 





GENERAL INSTRUCTIONS 
A. (No Change from existing Instruction A to Form 8-K.) 
B. Events to be Reported. 


A report on this form is required to be filed upon the oc- 
currence of any one or more of the events specified in the 
items of this form. Reports are to be filed within 10 days 
after the [close of each month during which any of the 
specified events occurs] ®@ occurrence of the earliest event 
required to be reported. @ However, if substantially the 
same information as that required by this form has been 
previously reported by the registrant, an additional report of 
the information on this form need not be made. The term 
“previously reported” is defined in Rule 12b-2. C.-F. (No 
change from existing Instructions C-F to Form 8-K.) 


INFORMATION TO BE INCLUDED IN THE REPORT 
Item 1. Changes in Control of Registrant. 


(a) @ If to the knowledge of management a change in 
control of the issuer has occurred, state the name of 
the person or persons who acquired such control, the 
amount and the source of the consideration used by 
such person or persons, the basis of the control, the 
date and a description of the transaction or transac- 
tions which resulted in the change of control and the 
percentage of voting securities of the issuer now 
beneficially owned directly or indirectly by the person 
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or persons who acquired control. The identity of the 
person or persons from whom control was assumed 
should be given. 


Instruction 1. State the terms of any loans or pledges ob- 
tained by the new control group for the purpose of acquiring 
control, and the names of the lenders or pledgees. 


Instruction 2. Any agreements or understandings among 
members of both the former and new control groups and 
their associations with respect to election of directors or 
other matters should be described. 


(b) Describe any contractual arrangements, including 
any pledge of securities of the issuer, or any of its 
parents, known to the registrant, the operation of the 
terms of which may at a subsequent date result in a 
change in control of the issuer. 


Instruction. Paragraph (b) does not require a description of 
ordinary default provisions contained in the charter, trust in- 
dentures or other governing instruments relating to 
securities of the issuer. 


Item 2. Acquisition or Disposition of Assets. 


If the registrant or any of its majority-owned subsidiaries has 
acquired or disposed of a significant amount of assets, 
otherwise than in the ordinary course of business, furnish 
the following information: 


(a)®®The reasons for and@@the date and manner of 
the acquisition or disposition and a brief description of 
the assets involved, the nature and amount of con- 
sideration given or received therefor, the principle 
followed in determining the amount of such considera- 
tion, the identity of the persons from whom the assets 
were acquired or to whom they were sold and the 
nature of any material relationship between such per- 
sons and the registrant or any of its affiliates, any 
director or officer of the registrant, or any associate of 
any such director or officer. @ If the transaction being 
reported is an acquisition, identify the source or 
sources of the funds used.@g 


(b) If any assets so acquired by the registrant or its 
subsidiaries constituted plant, equipment or other 
physical property, state the nature of the business in 
which the assets were used by the persons from 
whom acquired and whether the registrant intends to 
continue such use or intends to devote the assets to 
other purposes, indicating such other purposes. 


Instructions. 1. No information need be given as to (i) 
any transaction between any person and any wholly-owned 
subsidiary of such person, i.e., a subsidiary substantially all 
of whose outstanding voting shares are owned by such per- 
son and/or its other wholly-owned subsidiaries; (ii) any tran- 
saction between two or more wholly-owned subsidiaries of 
any person; or (iii) the redemption or other acquisition of 
securities from the public, or the sale or other disposition of 
securities to the public, by the issuer of such securities. 


2. The term ‘‘acquisition” includes every purchase, ac- 
quisition by lease, exchange, merger, consolidation, succes- 
sion or other acquisition; provided that such term does not 
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include the construction or development of property by or for 
the registrant or its subsidiaries or the acquisition of 
materials for such purpose. The term “disposition” includes 
every sale, disposition by lease, exchange, merger, con- 
solidation, mortgage, or hypothecation of assets, assign- 
ment, whether for the benefit of creditors or otherwise, 
abandonment, destruction, or other disposition. 


3. The information called for by this item is to be given as 
to each transaction or series of related transactions of the 
size indicated. The acquisition or disposition of securities 
shall be deemed the indirect acquisition or disposition of the 
asseis represented by such securities if it results in the ac- 
quisition or disposition of control of such assets. 


4. An acquisition or disposition shall be deemed to involve 
a significant amount of assets (i) if the registrant's and its 
other subsidiaries’ equity in the net book value of such 
assets or the amount paid or received therefor upon such 
acquisition or disposition exceeded 10 percent of the total 
assets of the registrant and its consolidated subsidiaries, (ii) 
if it involved the succession to or disposition of a business 
which would meet the test of a significant subsidiary, or (iii) 
if it involved the acquisition or disposition of an interest ina 
business which would meet the test of a significant sub- 
sidiary and would be required to be accounted for by the 
equity method. 


5. Where assets are acquired or disposed of through the 
acquisition or disposition of control of a person, the person 
from whom such control was acquired or to whom it was 
disposed of shall be deemed the person from whom the 
assets were acquired or to whom they were disposed of, for 
the purposes of this item. Where such control was acquired 
from or disposed of to not more than five persons, their 
names shall be given; otherwise it will suffice to identify in 
an appropriate manner the class of such persons. 


6. Attention is directed to the requirements at the end of 
the form with respect to the filing of financial statements for 
businesses acquired. 


[Items 3-5] (Items 3, 4 and 5 deleted.) 
@/tem 3. Bankruptcy or Receivership. 


lf a receiver or trustee has been appointed for a registrant or 
its parent, in a proceeding under the Bankruptcy Act or in 
any other proceeding under State or Federal law in which a 
court or governmental agency has assumed jurisdiction over 
substantially all of the assets or business of the registrant or 
its parent, or if such jurisdiction has been assumed by leav- 
ing the existing directors and officers in possession but sub- 
ject to the supervision and orders of a court or governmental 
body, identify the proceeding, the court or governmental 
body, the date jurisdiction was assumed, the identity of the 
receiver and the date of his appointment. 


Item [6/@>4<@@.8 Non-compliance with Terms of or @ 
Default Upon Senior Securities. 


(a) If payment of principal or interest on senior 
securities of the registrant or any of its significant sub- 
sidiaries remains unpaid for longer than 15 days from 
the date on which the payment is due, identify the in- 
debtedness and state the nature of the non- 
compliance. 


[(a)|@>(b)@@§lf there has been any material default in 
the payment of principal, interest, a sinking or 
purchase fund installment, or any other material 
default not cured within 30 days, with respect to any 
indebtedness of the registrant or any of its significant 
subsidiaries exceeding 5 percent of the total assets of 
the registrant and its consolidated subsidiaries, iden- 
tify the indebtedness and state the nature of the 
default. In the case of such a default in the payment of 
principal, interest or a sinking or purchase fund install- 
ment, state the amount of the default and the total 
arrearage on the date of filing this report. 


Instruction. This paragraph refers only to events which 
have become defaults under the governing instruments, i.e., 
after the expiration of any period of grace and compliance 
with any notice requirements. 


{(b)}@(c)@@@ If any material arrearage in the pay- 
ment of dividends has occurred or if there has been 
any other material delinquency not cured within 30 
days, with respect to any class of preferred stock of 
the registrant which is registered or which ranks prior 
to any class of registered securities, or with respect to 
any class of preferred stock of any significant sub- 
sidiary of the registrant, give the title of the class and 
state the nature of the arrearage or delinquency. In the 
case of an arrearage in the payment of dividends, state 
the amount and the total arrearage on the date of fil- 
ing this report. 


Instruction. \tem [6|®4e@need not be answered as to 
any default or arrearage with respect to any class of 
securities ail of which is held by, or for the account of, the 
registrant or its totally held subsidiaries. 


[Items 7-9]-(Items 7, 8 and 9 deleted.) 


Item [10|8>5.<—8 ® Material Charge and Credits to In- 
come of an Unusual or Infrequent Nature and Direct Charges 
and Credits to retained Earnings (exclusive of 
dividends)@@ {Extraordinary Item Charges and Credits, Other 
Material Charges and Credits to Income of an Unusual or In- 
frequent Nature, Material Provisions for Loss, and 
Restatements of Capital Share Account.] (Similar to existing 
Item 10 of Form 8-K.) 


@ For each material charge or credit to income of an un- 
usual- or infrequent nature and for each material direct 
charge or credit to retained earnings (exclusive of dividends) 
the following shall be disclosed: 


(a) The date of the transaction or triggering event: 
or, if no transaction or triggering event is involved, the 
date of the registrant's determination to make the 
charge or credit; 


(b) A description of the transaction or triggering 
event; or, if no current transaction or triggering event 
is involved, the reasons for making the charge or 
credit; and 


(c) The amount of the charge or credit (an estimate 
may be used if the final amount has not been deter- 
mined). 
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Instruction 


The following examples are provided for illustrative purposes 
only to assist registrants in identifying charges or credits 
which should be reported. The examples are not all- 
inclusive, nor will every event of the types listed require a 
report since a report is only required when the event results 
in a material charge or credit to income or retained earnings 
which is either unusual or infrequent (or both). Generally, 
any charge or credit is expected to be shown as a separate 
line item in financial statements or disclosed in a footnote or 
in management's analysis of the summary of operations re- 
quires a report. Examples: 


- Extraordinary items (except tax credits resulting 
from the utilization of net operating loss 
carryforwards). 

- Cumulative effect of accounting change. 


- Write-down or write-off of assets. 


- Gains or losses relating to major foreign currency 
fluctuations. 


- Gains or losses on disposal of a segment of a 
business. 


Effects of a strike, including those against com- 
petitors and major suppliers. 


- Effect of changes in estimates underlying previous 
accounting decisions, such as revised sales or cost es- 
timates on long-term projects. 

Prior-period adjustments. 
- Gains and losses on marketable securities. 


[Item 11] (Item 11 deleted.) 


Item |12\>6q@. 
countant. 


Changes in Registrant's Certifying Ac- 


(No change from existing Item 12 of Form 8-K.) 
Item |13|\87@@. Other Materially Important Events. 


The registrant may, at its option, report under this item any 
events, with respect to which information is not otherwise 
called for by this form, which the registrant deems of 
material importance to security holders®®Any matter 
described in response to this item should be described in es- 
sentially the same degree of detail as required by Items 1 
through 6<@ 


Item |14|\@8@@. Financial Statements and Exhibits. 

(No change from existing Item 14 of Form 8-K.) 
SIGNATURES 

Pursuant to the requirements of the Securities Exchange Act 

of 1934, the registrant has duly caused this report to be 

signed on its behalf by the undersigned hereunto duly 


authorized. 


22/SEC DOCKET 





(Registrant) 


Date 





(Signature) * 


“Print name and title of the signing officer under his 
signature. 


FINANCIAL STATEMENTS OF BUSINESSES ACQUIRED 


1-3. (No change from existing instructions 1 through 3 to 
this topic.) 


4. Filing of Other Financial 
mation@@in Certain Cases. 


[Statements |@Infor- 


@ lf the required financial statements for an acquired 
business are not available at the time the report on Form 8- 
K is filed, registrant should file as an exhibit to the Form 8-K 
such of the required financial statements as are available or 
any other financial information of a similar type to that re- 
quired. The required financial statements should be filed un- 
der cover of Form 8 as soon as available but not later than 
60 days after the report on Form 8-K is filed. 


The Commission may, upon the informal written request of 
the registrant and where consistent with the protection of 
investors, permit the omission of one or more of the financial 
statements herein required or the filing in substitution 
therefor of appropriate statements of comparable character. 
The Commission may also by informal written notice require 
the filing of other financial statements in addition to, or in 
substitution for, the statements herein required in any case 
where such statements are necessary or appropriate for an 
adequate presentation of the financial condition of any per- 
son whose financial statements are required, or whose 
statements are otherwise necessary for the protection of in- 
vestors. 


EXHIBITS 


Subject to the rules as to incorporation by reference, the 
following documents shall be filed as exhibits to this report: 


1. Copies of any plan of acquisition or disposition 
described in answer to Item 2, including any plan of 
reorganization, readjustment, exchange, merger, con- 
solidation or succession in connection therewith. 
|2.-6.| (Items 2-6 deleted.) 
|8|@2 Reports from the independent accountants pur- 
suant to Item |10|/8>54. 
|7|\@>3.<@ Letters from the independent accountants fur- 
nished pursuant to Item [12(d)|@>6(d®. 


6. Form 10-Q is proposed to be amended to read as 
follows: 


§249.308a Form 10-Q, for quarterly reports under section 
13 or 15(d) of the Securities Exchange Act of 1934. 


Cover Page 


(No change from existing cover page of Form 10-Q.) 
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GENERAL INSTRUCTIONS 


¢ @ 
2 A. Rule as to Use of Form 10-Q. 
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(a) and (b) (No change from existing instructions) 


A(a) and A(b) of Form 10-Q.) 


@ (c) If substantially the same information as that 
required by Part Il of this form has been previously 
reported by the registrant, an additional report of infor- 
mation on this form need not be made. The term 
“previously reported” is defined in Rule 12b-2.4§ 


B. (No change from existing Instruction B of Form 10-Q.) 
C. (No change from existing Instruction C to Form 10-Q.) 


[F/@D.4@@ Incorporation by Reference [to Published 
Statements]. 


(a) If the registrant makes available to its 
stockholders or otherwise publishes, within the period 
prescribed for filing the report, a financial statement 
containing the information required by this form, the 
information called for may be incorporated by 
reference to such published statement provided copies 
thereof are filed as an exhibit to the report on this 
form. 


@®(b) Other information may be incorporated by 
reference in answer or partial answer to any item or 
items of Part Il of this form in accordance with the 
provisions of Rule 12b-23.—@ 


[N|@>E<@ Signature and Filing of Report. 


Eight copies of the report shall be filed with the Commission. 
At least one copy of the report shall be filed with each ex- 
change on which any class of securities of the registrant is 
listed and registered. At least one copy of the report filed 
with the Commission and one copy filed with each such ex- 
change shall be manually signed on the registrant's behalf 
by a duly authorized officer of the registrant and by the prin- 
cipal financial officer or chief accounting officer of the 
registrant. Copies not manually signed shall bear typed or 
printed signatures. 

@ PART |. FINANCIAL INFORMATIONS® 
[D|@Instruction 1.@§Persons for Whom 
cial@@|Information is to be Given. 


the®®Finan- 


(a) The required information is to be given as to the 
registrant or, if the registrant includes consolidated 
financial statements in its annual reports filed with the 
Commission, it shall be given for the registrant and its 
consolidated subsidiaries. If the information is given 
for the registrant and its consolidated subsidiaries, it 
need not be given separately for the registrant. 


(b) The required information shall also be given 
separately as to each unconsolidated subsidiary or fifty 
percent owned person or other person, or group of 
such subsidiaries, fifty percent owned persons or other 
persons, for which separate individual or group 


statements are required to be included in the 
registrant's annual reports filed with the Commission. 
It need not be furnished, however, for any such uncon- 
solidated subsidiary or person which would not be 
required pursuant to Rule 13a-13 or 15d-13 to file 
quarterly financial information if it were a registrant. 


[E]@ Instruction 2. Preparation of Financial Information. 


[The form|@®This partarequires only the items of informa- 
tion specified. The information is not required to be [cer- 
tified |\@audited@@and may carry a notation to that effect 
and any other qualification considered necessary or ap- 
propriate. Amounts may be stated in thousands of dollars 
(000 omitted) provided it is stated that such has been done. 
Losses or other negative amounts shall be indicated clearly 
in the caption and the amounts shown in parentheses. 


|G|® Instruction 3.@@Delay in Filing@Financiaie@™lnforma- 
tion. 


The information required may be omitted with respect to 
foreign subsidiaries not consolidated or other foreign per- 
sons if it is impracticable to furnish it within the time 
specified for filing the report, provided it is indicated that 
such information has been omitted and the omitted informa- 
tion is furnished by amendment when available. Apart from 
the foregoing, any request for extension of time for the filing 
of the report or the furnishing of any of the required informa- 
tion shall be made pursuant to Rule 12b-25. 


Instructions 4 and 5. 


(No change from existing Instructions H and | of Form 10- 
Q.) 


® Instruction 6. Material Charges and Credits to Income 
of an Unusual or Infrequent Nature and Direct Charges and 
Credits to Retained Earnings (exclusive of dividends). (See 
Item 5 of Form 8-K.) (Similar to existing Item 10 of Form 8- 
K.) 


lf there have been any material charges or credits to income 
of an unusual or infrequent nature (except tax credits 
resulting from the utilization of net operating loss 
carryforwards) or any material direct charges or credits to 
retained earnings (exclusive of dividends) the following shall 
be furnished for each such charge or credit: 


(a) The date of the transaction or triggering event: 
or, if no transaction or triggering event is involved, the 
date of the registrant's determination to make the 
charge or credit: 


(b) A description of the transaction or triggering 
event; or, if no current transaction or triggering event 
is involved, the reasons for making the charge or 
credit; 


(c) An analysis of the components (in dollar 
amounts) of the transaction, or of the charge or credit, 
which includes a description of the various types of 
assets sold, disposed of, written down or written off: 
liabilities or “reserves” increased, decreased, or ex- 
tinguished; and either: 


(i) A statement showing the calculation of 
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gain or loss on the transaction, showing 
separately any administrative or fixed costs that 
may be allocated, or 


(ii) A description of any provision for losses on 
liquidation or disposal of assets or for other 
losses, including a schedule showing the com- 
ponents of each such loss and the dollar amount 
of any administrative and fixed costs, allocated 
to each such loss; and a description of any 
gains, or of any estimated recoveries or costs 
netted against each such loss; 


(d) A statement showing the periods in which costs 
associated with each charge or credit (e.g., costs of 
assets sold, disposed of, written down or written off) 
were or are expected to be incurred. The statement 
should be prepared by major category (e.g., property, 
plant and equipment, and operating losses) and dis- 
close the aggregate costs incurred for (i) each of the 
five preceding fiscal years and (ii) prior expenditures as 
a single amount and the expected costs to be incurred 
in each succeeding fiscal year. 


(e) astatement of the terms of sale, showing the net 
amount of cash to be received in the year the transac- 
tion will be recorded and in each subsequent year in- 
volved, or, if no sale is involved, of the estimated 
amount of net cash outlays and in-flows associated 
with the charge or credit in the year the charge or 
credit is made and in each subsequent year involved. 


(f) A description of the accounting principles or 
practices followed in connection with the determina- 
tion of each such charge or credit (e.g., extraordinary 
items, discontinued operations); and 


(g) A report from the registrant's independent ac- 
countants stating that they have read the description 
pursuant to this instruction in the Form 10-Q of the 
facts stated therein and of the accounting principles or 
practices followed and stating further whether they 
believe that on the basis of such facts the accounting 
principles followed in determining each such charge or 
credit are in conformity with generally accepted ac- 
counting principles; or, if such is not the case, the 
specific respects in which they believe such principles 
do not so conform. Such report need not be filed if the 
registrant has included a letter form its independent 
accountants pursuant to Instruction 8 of Form 10- 


Q.@ 
|J|@ Instruction 7@@§Other Financial Information 


The registrant may furnish any additional information related 
to the periods being reported on which, in the opinion of 
management, is of significance to investors, such as the 
seasonality of the company’s business, major uncertainties 
Currently facing the company, significant accounting 
changes under consideration and the dollar amount of 
backlog of firm orders. [In addition, the registrant shall in- 
dicate whether any Form 8-K was required to be filed repor- 
ting any material unusual charges or credits to income dur- 
ing the most recently completed fiscal quarter or whether 
any Form 8-K was required to be filed during that period 
reporting a change in independent accountants.| 
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Instructions 8 and 9. 


(No change from existing Instructions K and L of Form. 10- # 


Q.) 





ATTENTION 
Part Il includes items transferred to Form 10-Q from 
Form 8-K. Arrows § @ indicate material not in- 
cluded in the existing items of Form 8-K. 











@ PART Il. OTHER INFORMATION 

Instruction. Part Il of this form shall be filed only if one or 
more of the events specified in the items of this part have 
occurred during the quarter covered by the report and if such 
information was not previously reported. (See General 
Instruction A(c) of this form.) The report shall contain the 
item numbers and captions of all applicable items of Part Il, 
but the text of such items may be omitted provided the 
responses clearly indicate the coverage of the item. Any 
item which is inapplicable or to which the answer is negative 
may be omitted and no reference thereto need be made in 
the report. 


Item 1. Legal Proceedings 
Form 8-K.) 


(Similar to existing Item 3 of 


(a) Briefly describe any material legal proceedings, 
other than ordinary routine litigation incidental to the 
business, to which the registrant or any of its sub- 
sidiaries has become a party or of which any of their 
property has become the subject. Include the name of 
the court or agency in which the proceedings are pen- 
ding, the date instituted, the principal parties thereto, 
a description of the factual basis alleged to underlie 
the proceedings and the relief sought. 


(b) If any such proceeding previously reported has 
been terminated, identify the proceeding, give the date 
of termintion and state the disposition thereof with 
respect to the registrant and its subsidiaries. Be» The 
material terms of a settlement should be set forth in- 
cluding, if material, the amount of damages paid or 
received by registrant and other relief awarded each 
party to the settlement. 


/nstructions. 1. If the business ordinarily results in ac- 
tions for negligence or other claims, no such action or claim 
need be described unless it departs from the normal kind of 
such actions. 


2. No information need be given with respect to any 
proceeding which involves primarily a claim for damages if 
the amount involved, exclusive of interest and costs, does 
not exceed 10 percent of the current assets of the registrant 
and its subsidiaries on a consolidated basis. However, if any 
proceeding presents in large degree the same issues as 
other proceedings pending or known to be contemplated, 
the amount involved in such other proceedings shall be in- 
cluded in computing such percentage. 


3. Notwithstanding the foregoing instructions, any 
bankruptcy, receivership or similar proceeding with respect 
to the registrant or any of its significant subsidiaries shall be 
described. Any proceeding to which any director, officer or 
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affiliate of the registrant, any principal holder of equity 
securities of the registrant or any associate of any such 
director, officer or security holder is a party adverse to the 
registrant of any of its subsidiaries shall also be described. 


4. Notwithstanding the foregoing, administrative or 
judicial proceedings arising under any Federal, State or local 
provisions regulating the discharge of materials into the en- 
vironment or otherwise relating to the protection of the en- 
vironment shall not be deemed “‘ordinary routine litigation 
incidental to the business” and shall be described if such 
proceeding is material to the business or financial condition 
of the registrant or if it involves primarily a claim for 
damages and the amount involved, exclusive of interest and 
costs, exceeds 10 percent of the current assets of the 
registrant and its subsidiaries on a consolidated basis. Any 
such proceedings by governmental authorities shall be 
deemed material and shall be described whether or not the 
amount of any claim for damages involved exceeds 10 per- 
cent of current assets on a consolidated basis and whether 
or not such proceedings are considered ‘‘ordinary routine 
litigation incidental to the business”; provided, however, 
that such proceedings which are similar in nature may be 
grouped and described generically stating: the number of 
such proceedings in each group; a generic description of 
such proceedings in the aggregate are material to the 
business or financial condition of the registrant, the effect of 
such proceedings on the business or financial condition of 
the registrant. 


Item 2. Changes in Securities. (Same as existing Item 4 of 
Form 8-K.) 


(a) If the constituent instruments defining the rights 
of the holders of any class of registered securities have 
been materially modified, give the title of the class of 
securities involved and state briefly the general effect 
of such modification upon the rights of holders of such 
securities. 


(b) If the rights evidenced by any class of registered 
securities have been materially limited or qualified by 
the issuance or modification of any other class of 
securities, state briefly the general effect of the 
issuance or modification of such other class of 
securities upon the rights of the holders of the 
registered securities. 


Instruction. Working capital restrictions and other 
limitations upon the payment of dividends are to be reported 
hereunder. 


Item 3. Changes in Security for Registered Securities. 
(Same as existing Item 5 of Form 8-K.) 


lf there has been a material withdrawal or substitution of 
assets securing any class of registered securities of the 
registrant, furnish the following information: 


(a) Give the title of the securities. 


(b) Identify and describe briefly the assets involved 
in the withdrawal or substitutions. 


(c) Indicate the provision in the underlying inden- 
ture, if any, authorizing the withdrawal or substitution. 


Instruction. This item need not be answered where the 
withdrawal or substitution is made pursuant to the terms of 
an indenture which has been qualified under the Trust 
Indenture Act of 1939. 


Item 4. Increase in Amount of Securities Outstanding. 
(Similar to existing Item 7 of Form 8-K.) 


If the amount of securities of the registrant outstanding has 
been increased through the issuance of any new class of 
securities or through the issuance or reissuance of any ad- 
ditional securities of a class outstanding, and the aggregate 
amount of all such increases not previously reported ex- 
ceeds 5 percent of the outstanding securities of the class, 
furnish the following information: 


(a) Title of class, the amount outstanding as last 
previously reported, and the amount presently out- 
standing (as of a specified date). 


(b) A brief description of the transaction or transac- 
tions resulting in the increase and a statement of the 
agregate net cash proceeds or the nature and 
aggregate amount of any other consideration received 
or to be received by the registrant. 


(c) The means of the principal underwriters, if any, 
indicating any such underwriters which are affiliates of 
the registrant. 


(d) A reasonably itemized statement of the pur- 
poses, so far as determinable, for which the net 
proceeds have been or are to be used and the ap- 
proximate amount used or to be used for each such 
purpose. 


(e) A statement as to whether or not such securities 
were registered under the Securities Act of 1933; if 
not, an indication of the exemption claimed and the 
facts relied upon to make the exemption available. 


(f) If the securities were capital shares, a statement 
of the amount of the proceeds credited or to be 
credited to any account other than the appropriate 
capital share account. 


Instructions. 1.@® For the purpose of responding to this 
item, the registrant may treat each of the following as a 
single class of debt securities: (1) convertible long term 
debt; (2) non-convertible long term debt; and (3) other in- 
debtedness. 


| 1|@2.€@ This item does not apply to notes, drafts, bills of 
exchange or bankers’ acceptances which mature not later 
than 1 year from the date of issuance. No report need be 
made where the amount not previously reported, although in 
excess of 5 percent of the amount outstanding, does not ex- 
ceed $50,000 face amount of indebtedness or 1,000 shares 
or other units. 


|2|\@3.@@ This item includes the reissuance of treasury 
securities and securities held for the account of the issuer 
thereof. The extension of the maturity date of indebtedness 
shall be deemed to be the issuance of new indebtedness for 
the purpose of this item. In the case of such an extension, 
the percentage shall be computed upon the basis of the prin- 
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cipal amount of the indebtedness extended. 


{[3|B>4 eB Ilf an exemption from registration under the 
Securities Act of 1933 is claimed under section 4(2) of that 
Act, state whether or not the securities were taken for in- 
vestment by the purchasers. 


Item 5. Decrease in Amount of Securities Outstanding. 
(Similar to existing Item 8 of Form 8-K.) 


lf the amount of any class of securities of the registrant out- 
standing has been decreased through one or more transac- 
tions and the aggregate amount of ail such decreases not 
previously reported exceeds 5 percent of the amount of 
securities of the class previously outstanding, furnish the 
following information: 


(a) Title of the class, the amount outstanding as last 
previously reported, and the amount presently out- 
standing (as of a specified date). 


(b) A brief description of the transaction or transac- 
tions involving the decrease and a statement of the 
aggregate amount of cash or the nature and aggregate 
amount of cash or the nature and aggregate amount of 
any other consideration paid or to be paid by the 
registrant in connection with such transaction or 
transactions. 


Instruction.  [Instruction|@Instructions@@1@and 2«@§to 
Item |7}@4e@@shall also apply to this item. This item need 
not be answered as to decreases resulting from ordinary 
sinking fund operations’. Similar periodic decreases made 
pursuant to the terms of the constituent instruments, 
decreases resulting from the conversation of securities or 
decreases resulting from the payment of indebtedness at 
maturity. 


Item 6. Submission of Matters to a Vote of Security Holders. 
(Same as existing Item 11 of Form 8-K. 


lf any matter has been submitted to a vote of security 
holders, through the solicitation of proxies or otherswise, 
furnish the following information: 


(a) The date of the meeting and whether it was an an- 
nual or special meeting. 


(b) If the meeting involved the election of directors, 
state the name of each director elected at the meeting 
and the name of each other director whose term of of- 
fice as a director continued after the meeting. 


(c) Briefly describe each other matter voted upon at 
the meeting and state the number of affirmative votes 
and the number of negative votes cast with respect to 
each such matter. 


Instructions. 1. \f any matter has been submitted to a vote of 
security holders otherwise than at a meeting of such security 
holders, corresponding information with respect to such 
submission shall be furnished. The solicitation of any 
authorization or consent (other than a proxy to vote at a 
stockholders’ meeting) with respect to any matter shall be 
deemed a submission of such matter to a vote of security 
holders within the meaning of this item. 
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2. Paragraph (a) need be answered only if paragraph (b) or 
(c) is required to be answered. 


3. Paragraph (b) need not be answered if (i) proxies for the 
meeting were solicited pursuant to Regulation 14, (ii) there 
was no solicitation in opposition to the management's 
nominees as listed in the proxy statement, and (iii) all of 
such nominees were elected. If the registrant did not solicit 
proxies and the board of directors as previously reported to 
the Commission was re-elected in its entirety, a statement 
to that effect in answer to paragraph (b) will suffice as an 
answer thereto. 


4. Paragraph (c) need not be answered as to procedural 
matters or as to the selection or approval of auditors. 


5. If the issuer has published a report containing all of the in- 
formation called for by this item, the item may be answered 
by a reference to the information contained in such report, 
provided copies of such report are filed as an exhibit to the 
report on this form. 


Item 7. Other Materially Important Events. 


The registrant may, at its option, report under this item any 
events, with respect to which information is not otherwise 
called for by this form, which the registrant deems of 
material importance to security holders. Any matter de- 
scribed in response to this item should be described in sub- 
stantially the same degree of detail as required by Items 1 
through 6. 


Item 8. Exhibits and Reports on Form 8-K. 


(a) Exhibits. List all the following documents, if any, 
filed as a part of the report: 


1. Copies of the amendments to all constituent in- 
struments and other documents described in answer 
to Item 2. 


2. Copies of all constituent instruments defining the 
rights of the holders of any new class of securities 
referred to in answer to Item 4. 


3. Copies of the text of any proposal described in 
answer to Item 6. 


4. Copies of any material amendments to the 
registrant's charter or by-laws not otherwise required 
to be filed. 


(b) Reports on From 8-K. State whether any reports on 
Form 8-K have been filed during the quarter for which 
this report is filed. If any current reports were filed, 
listed under which items they were filed and the dates 
of the reports. 


SIGNATURES 


Pursuant to the requirements of the Securities Exchange Act 
of 1934, the registrant has duly caused this report to be 
signed on its behalf by the undersigned thereunto duly 
authorized. 





(Registrant) 
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Date 





(Signature) * 
Date 





(Signature) * 
* Print name and title of the signing officer under his 
signature. 


7. Form 10-K is proposed to be amended to read as follows: 
§ 249.310 Form 10-K, annual report pursuant to section 13 
or 15(d) of the Securities Exchange Act of 1934. 


Cover Page 
(No change from existing cover page to Form 10-K.) 
GENERAL INSTRUCTIONS 


(No change from existing General Instructions to Form 10- 
K.) 


PART | 


Items 1 - 2. (No change from existing Items 1 and 2 of Form 
10-K.) 


@/tem 3. Material Charges and Credits to Income of an 
Unusual or Infrequent Nature and Direct Charges and 
Credits to Retained Earnings (exclusive of dividends). (See 
Item 5 of Form 8-K.) (Similar to existing Item 10 of Form 8- 
K.) 


General Instruction. \f the information called for herein has 
been previously reported on Form 10-Q or some other form, 
it may be incorporated by a specific reference to the 
previous filing. 


If there have been any material charges or credits to income 
of an unusual or infrequent nature (except tax credits 
resulting from the utilization of net operating loss 
carryforwards) or any material direct charges or credits to 
retained earnings (exclusive of dividends) the following shall 
be furnished for each such charge or credit: 


(a) The date of the transaction or triggering event: or, 
if no transaction or triggering event is involved, the 
date of the registrant's determination to make the 
charge or credit: 


(b) A description of the transaction or triggering event; 
or, if no current transaction or triggering event is in- 
volved, the reasons for making the charge or credit; 


(c) An analysis of the components (in dollar amounts) 
of the transaction, or of the charge or credit, which in- 
cludes a description of the various types of assets sold, 
disposed of, written down or written off; liabilities or 
“reserves” increased, decreased, or extinguished; and 
either: 


(i) A statement showing the calculation of gain 
or loss on the transaction, showing separately 
any administrative or fixed costs that may be 
allocated, or 


(ii) A description of any provision for losses on 
liquidation or disposal of assets or for other 


losses, including a schedule showing the com- 
ponents of each such loss and the dollar amount 
of any administrative and fixed costs, allocated 
to each such loss; and a description of any 
gains, or of any estimated recoveries or costs 
netted against each such loss; 


(d) A statement showing the periods in which costs 
associated with each charge or credit (e.g., costs of 
assets sold, disposed of, written down or written off) 
were or are expected to be incurred. The statement 
should be prepared by major category (e.g., property, 
plant and equipment, and operating losses) and dis- 
close the aggregate costs incurred for (i) each of the 
five preceding fiscal years and (ii) prior expenditures as 
a single amount and the expected costs to be incurred 
in each succeeding fiscal year. 


(e) A statement of the terms of sale, showing the net 
amount of cash to be received in the year the transac- 
tion will be recorded and in each subsequent year in- 
volved, or, if no sale is involved, of the estimated 
amount of net cash outlays and in-flows associated 
with the charge or credit in the year the charge or 
credit is made and in each subsequent year involved. 


(f) A description of the accounting principles or prac- 
tices followed in connection with the determination of 
each such charge or credit (e.g., extraordinary items, 
discontinued operations). ® 


Items 4 - 7. (No change from existing Items 3 through 6 of 
Form 10-K.) 


@/tem 8. Changes in Securities and Changes in Security for 
Registered Securities. (Similar to existing Items 4 and 5 of 
Form 8-K. Arrows@®@Mindicate material not included in the 
existing items of Form 8-K.) 


@ General Instructions. No response to this item is required 
if the information called for herein has been previously dis- 
closed in a report on Form 10-0. 


(a) If the constituent instruments defining the rights of 
the holders of any class of registered securities have 
been materially modified, give the title of the class of 
securities involved and state briefly the general effect 
of such modification upon the rights of holders of such 
securities. 


(b) If the rights evidenced by any class of registered 
securities have been materially limited or qualified by 
the issuance or modification of any other class of 
securities, state briefly the general effect of the 
issuance or modification of such other class of 
securities upon the rights of the holders of the 
registered securities. 


Instruction. Working capital restrictions and other limitations 
upon the payment of dividends are to be reported hereunder. 


(c) If there has been a material withdrawal or substitu- 
tion of assets ~ >curity any class of registered securities 
of the registrant, furnish the following information: 


1. Give the title of the securities. 
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2. Identify and describe briefly the assets involved in 
the withdrawal or substitutions. 


3. Indicate the provision in the underlying indenture, if 
any, authorizing the withdrawal or substitution. 


Instruction. This |item|@»sectiond™need not be answered 
where the withdrawal or substitution is made pursuant to 
the terms of an indenture which has been qualified under the 
Trust Indenture Act of 1939. 


Item [7/@29<@Approximate Number of Equity Security 
Holders. (No Change from existing Item 7 of Form 10-K.) 


@®/tem 10. Submission of Matters to a Vote of Security 
Holders. (Similar to existing ltem 11 of Form 10-K. Arrow- 
S@Bindicate material not included in the existing item of 
Form 8-K.) 


lf any matter has been submitted to a vote of security 
holders, through the solicitation of proxies or otherwise, fur- 
nish the following information®®if not previously disclosed 
in a report on Form 10-0: 


(a) The date of the meeting and whether it was an an- 
nual or special meeting. 


(b) If the meeting involved the election of directors, 
state the name of each director elected at the meeting 
and the name of each other director whose term of of- 
fice as a director continued after the meeting. 


(c) Briefly describe each other matter voted upon at 
the meeting and state the number of affirmative votes 
and the number of negative votes cast with respect to 
each such matter. 


Instructions 1. \f any matter has been submitted to a vote of 
security holders otherwise than at a meeting of such security 
holders, corresponding information with respect to such 
submission shall be furnished. The solicitation of any 
authorization or consent (other than a proxy to vote at a 
stockholders’ meeting) with respect to any matter shall be 
deemed a submission of such matter to a vote of security 
holders within the meaning of this item. 


2. Paragraph (a) need be answered only if paragraph (b) or 
(c) is required to be answered 


3. Paragraph (b) need not be answered if (i) proxies for the 
meeting were solicited pursuant to Regulation 14, (ii) there 
was no solicitation in opposition to the management's 
nominees as listed in the proxy statement, and (iii) all of 
such nominees were elected. If the registrant did not solicit 
proxies and the board of directors as previously reported to 
the Commission was re-elected in its entirety, a statement 
to that effect in answer to paragraph (b) will suffice as an 
answer; thereto. 


4. Paragraph (c) need not be answered as to procedural 
matters or as to the selection or approval of auditors. 


5. If the issuer has published a report containing all of the in- 
formation called for by this item, the item may be answered 
by a reference to the information contained in such report, 
provided copies of such report are filed as an exhibit to the 
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report on this form. 
[tem |8|@™711.@BExecutive Officers of Registrant. 
(No change from existing Item 8.) 


Item |9|\@12<@/ndemnification of Directors and Officers 
(No change from existing Item 9.) 


[tem |10|@> 13.<@ Financial Statements, [and] Exhibits filed ¢ 66 
@ and Reports on Form 8-K.@ 


@ (a) List al/ the following documents filed as a part 
of the report: 


{(a)|@>1 BAll financial statements. 


[(b)|@2.€@All exhibits, including those incorporated 
by reference. 


Instruction. Where any financial statement or exhibit is in- 
corporated by reference, the incorporation by reference shall } 
be set forth in the list required by this item. See Rule 12b- { 
23: 


@ (b) Reports cn Form 8-K. State whether any reports 
on Form 8-K have been filed during the last quarter of 
the period covered by this report. If any current reports 
were filed, list under which items they were filed and 
the dates of the reports. @ 


PART II €@e 


Items 14 through 18 


(No change from existing Items 11 through 15.) 


ee ee as AE! 


8. Item 5 of Schedule 14A is proposed to be amended to 
read as follows: 


§ 240.14a-101 Schedule 14A. Information required in proxy 
statement. } 


+ *# * e # 


e@ 
Item 5. Voting Securities and Principal Holders Thereof 


(a) through (d). (No change from existing Item 5(a) 
through (d) of Schedule 144A). 


(e) If to the knowledge of the persons on whose behalf 
the solicitation is made, a change in control of the 
issuer has occurred since the beginning of its last 
fiscal year, state the name of the person or persons 
who acquired such controlB™the amount and the 
source of the consideration used by such person or 
persons, @the basis of |such|@»theaHcontrol, the date 
and a description of the transaction or transactions |in 
which control was acquired|®®which resulted in the 
change of control@@and the percentage of voting 
securities of the issuer now [owned by 
such|@beneficially owned directly or indirectly by 
the@@person or persons®®who acquired control. The 
identity of the person or persons from whom control 











was assumed should be given.@ 


@/nstruction 1. State the terms of any loans or pledges ob- 
tained by the new control group for the purpose of acquiring 
control, and the names of the lenders or pledgees. 


Instruction 2. Any agreements or understandings among 
members of both the former and new control groups and 
their associates with respect to election of directors or other 
matters should be described.@ 


(f) Describe any contractual arrangements, including 
any pledge of securities of the issuer, or any of its 
parents, known to the persons on whose behalf the 
solicitation is made, the operation of the terms of 
which may at a subsequent date result in a change in 
control of the issuer. 


Instruction. Paragraph (f) does not require a description of 
ordinary default provisions contained in the charter, trust in- 
dentures or other governing instruments relating to 
securities of the issuer. 


*_* * * 


STATUTORY AUTHORITY FOR PROPOSED 
AMENDMENTS 


The foregoing amendments are proposed pursuant to Sec- 
tions 13, 14(a), 15(d) and 23(a) of the Securities Exchange 
Act of 1934, Sections 12(e) and 20(a) of the Public Utility 
Holding Company Act of 1935, and Sections 20(a) and 
38(a) of the Investment Company Act of 1940. Pursuant to 
Section 23(a) of the Securities Exchange Act, the Commis- 
sion has considered the effect that the proposed 
amendments would have on competition and is not aware, 
at this time, of any burden that such amendments, if 
adopted, would impose on competition not necessary or ap- 
propriate in furtherance of the purposes of that Act. 
However, the Commission specifically invites comment as to 
the anti-competitive effects, if any, the proposals would like- 
ly engender. 


All interested persons are invited to submit an original and 
two copies of their views and comments on the above 
proposals, to George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, Washington, D.C. 20549, on or 
before September 15, 1976. Such communications should 
refere to File No. S7-645. All such communications will be 
available for public inspection. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘This proposal would implement, in part, the recommen- 
dations of the so-called Wheat Report that Form 8-K be 
eliminated and that the 8-K items be included in a quarterly 
report. See “Report and Recommendations to the Securities 
and Exchange Commission from the Disclosure Policy 
Study, Disclosure to Investors, A Reappraisal of Ad- 
ministrative Policies under the 1933 and 1934 Acts” 
(March 1969) at pp. 356-364. 


? See Securities Act Release No. 5092 


(October 15, 1970), 35 FR 16733 (October 29, 1970). 


° A result of this proposal would be to require disclosure of 
legal proceeding relating to environmental matters in 
quarterly reports rather than in curret reports on Form 8-K. 
Comments with respect to this result are s01082 


* The basis stated for the determination that such informa- 
tion should not be deemed ‘“‘filed’’ was that ‘interim ear- 
nings figures can frequently be arrived at only by the use of 
reasonable estimates or on the basis of certain assumptions. 
... See Securities Exchange Act Release No. 5129 
(January 27, 1955), 20 FR 771 (February 4, 1955). 


° These items of information proposed to be included in 
Form 10-K are presently required by Items 4, 5 and 11 of 
existing Form 8-K. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12620/July 13, 1976 


A NOTICE HAS BEEN ISSUED GIVING INTERESTED 
PERSONS UNTIL JULY 25 TO REQUEST A HEARING ON 
AN APPLICATION OF THE PHILADELPHIA STOCK 
EXCHANGE FOR UNLISTED TRADING PRIVILEGES IN 
THE COMMON STOCK OF BANKAMERICA CORPO- 
RATION. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12621/July 13, 1976 


An order has been issued granting the applications of the 
following stock exchanges for unlisted trading privileges in 
the conimon stock of the specified companies: 


Midwest Stock Exchange, Inc.-Saxon Industries, Inc.; 
and Sambo’s Restaurants, Inc. 


Philadelphia Stock Exchange, Inc.-Reserve Oil and 
Gas Company 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12622/July 13, 1976 


Admin. Proc. File No. 3-4677 
In the Matter of the Application of 


KCC RESEARCH COMPANY, LTD. 
81-45 168th Street 
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Jamaica, New York 

and 

JEROME KRUMHOLZ 

For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


OPINION OF THE COMMISSION 


REGISTERED SECURITIES ASSOCIATION—REVIEW OF 
DISCIPLINARY PROCEEDINGS 


Violations of Rules of Fair Practice 


Failure to Comply with Net Capital, Recordkeeping and Free 
Credit Balance Notification Requirements 


Improper Confirmations 
Failure to Comply with Customer Protection Provisions 
Failure to Furnish Customers with Financial Information 


Where member of registered securities association and its 
president failed to comply with net capital, recordkeeping, 
free credit balance notification, and customer protection re- 
quirements, sent customers improper confirmations, and 
failed to furnish them with required financial information, 
association's findings that such conduct was inconsistent 
with just and equitable principles of trade, affirmed, and 
member's expulsion from association sustained. But since 
certain other findings of violation were set aside, since the 
misconduct that was found was managerial in nature and 
did not involve dishonesty, and since investors were un- 
harmed, sanction imposed on member's president reduced 
from two-year suspension from association with association 
member in a principal or managerial capacity to one-year 
suspension from such association. 


APPEARANCES: 


Philip Hirschkop and John D. Grad, of Philip Hirschkop 
& Associates, Ltd., for applicants. 


Lloyd J. Derrickson and Frank J. Formica, for the 
National Association of Securities Dealers, Inc. 


Review proceedings with respect to a decision dated April 
24, 1975, by the Board of Governors of the National 
Association of Securities Dealers, Inc. Oral Argument heard 
on June 10, 1976. 


KCC Research Company, Ltd. (“KCC”), a member of the 
National Association of Securities Dealers, Inc. (“NASD”), 
and Jerome Krumholz, its president and_ controlling 
stockholder, seek review of disciplinary action taken against 
them by the NASD. The NASD expelled KCC from 
membership in the association, suspended Krumholz from 
association with any NASD member in a principal or 
managerial capacity for two years, and assessed costs. 
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The NASD found that applicants violated Article III, Section 
1 of the NASD’s Rules of Fair Practice.’ Those findings are 
summarized below: 


1. Applicants failed to comply with our net capital re- 
quirements in each month from April through August 
of 1970 and in February and March of 1971.? 


2. Contrary to then existing reuirements, applicants 
failed to furnish customers with financial statements 
for the quarter ended January 31, 1973, and the 
statements that they sent for the quarter ended Oc- 
tober 31, 1972 did not disclose the nature, amounts 
and maturities of subordinated capitalization.’ 


3. From January to May of 1973, applicants failed to 
establish the “Special Reserve Bank Account for the 
Exclusive Benefit of Customers” required by Rule 
15c3-3 under the Securities Exchange Act, or in any 
other way to comply with the customer protection re- 
quirements of that rule.* 


4. During the period from December 1968 to July 
1970, applicants failed to comply with the 
recordkeeping requirements imposed by us and the 
NASD: 


5. Applicants sent customers confirmations which in 
some instances failed to disclose KCC’s capacity in the 
transactions, and in other instances improperly dis- 
closed such capacity.® 


6. Applicants failed to send customers for whom they 
held free credit balances the required quarterly 
notices.’ 


The record supports these findings.’ Indeed, applicants raise 
no real issue about them. What they argue is that their 
violations were technical and trivial and the sanctions unduly 
harsh. 


Applicants’ misconduct was serious’ It encompassed 
significant phases of applicants’ brokerage business, and ex- 
posed their customers to substantial risk.'° It demonstrated 
that applicants cannot operate a securities business in con- 
formity with applicable regulatory requirements. Hence we 
agree with the NASD’s decision to expel KCC from 
membership."' 


However, Krumholz’s misdeeds were purely managerial. 
They involved neither dishonesty nor actual harm to 
customers. The NASD took account of these considerations 
when it gave Krumholz nothing more than a two-year 
suspension from association with any NASD member in a 
principal or managerial capacity. We, however, have set 
aside some of the Association's findings of violation.'? Under 
all the circumstances we think a reduction in sanctions ap- 
propriate.'? We conclude that a one-year suspension from 
association with any NASD member in a principal or 
managerial capacity will suffice to satisfy the public in- 
terest.'* 


An appropriate order will issue.'® 
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By the Commission (Chairman HILLS and Commissioners 
LOOMIS, EANS and POLLACK). 


George A. Fitzsimmons 
Secretary 





‘Section 1 requires the observance of high standards of 
commercial honor and just and equitable principles of trade. 


2 Rule 15c3-1 under Section 15(c)(3) of the Securities Ex- 
change Act. The net capital deficiencies ranged from $392 
to $2,168. 


3 Rule 17a-5 under Section 17(a) of the Exchange Act. Rule 
17a-5, as then in effect, required a broker-dealer to furnish 
his customers, as defined in the rule, with quarterly financial 
statements. 


* But applicants kept the customers’ free credit balances ina 
separate savings account in KCC’s name. And applicants 
credited them with the interest thereon. 


5 Our Rule 17a-3 under Section 17(a) of the Exchange Act, 
and Sections 21(a) and (b) of Article Ill of the NASD Rules 
of Fair Practice. 


The NASD found, among other things, that (1) the broker- 
dealer and customer ledger accounts did not consistently 
reflect the amount of each transaction, and the receipts and 
disbursements of funds; and that (2) customer account 
records were mot consistently prepared, and those that were 
prepared did not consistently contain required signatures, 
and show whether the customer was legally of age. 


6 Article Ill, Section 12 of the NASD Rules of Fair Practice 
requires the disclosure of the capacity in which the firm 
acted. 


7 Rule 15c3-2 under Section 15(c)(3) of the Exchange Act. 


8 Two other violations found by the NASD must be set aside. 
The first of those violations rested on applicants’ failure to 
file timely subordination agreements with us. But as we held 
in Barraco and Co., 44 S.E.C. 539, 541-542 (1971): “A 
failure to file subordination agreements with us is not itself a 
violation of any section of the [Exchange] Act or the rules 
thereunder, and there is therefore no basis for finding it a 
violation of the NASD Rules.” 


The second violation, which was based on the NASD’s find- 
ing that customers’ fully-paid securities held by applicants 
were not properly segregated, is unsupported by the record. 


° See Blaise D'Antoni & Associates, Inc. v. S.E.C., 289 F.2d 
276, 277 (C.A. 5, 1961) (The net capitai rule is one of the 
most important weapons in the Commission's arsenal! to 
protect investors.”’); Fox Securities Company, /nc., Securities 
Exchange Act Release No. 10475 (November 1, 1973), 2 
SEC DOCKET 667, 669 (“accurate .. . records are essential 
to enable a broker-dealer to determine compliance with the 
net capital and other requirements.”; Whiteside & Company, 
Securities Exchange Act Release No. 12565 (June 22, 
1976), 9 SEC Docket 949, 951 (Rule 15c3-3 under the Ex- 
change Act “is fundamental to the safeguarding of 
customers’ funds.’’). 


'0 True, customers suffered no losses. But that constitutes 


no defense. As we said in Metropolitan Securities, Inc., 41 
S.E.C. 365, 368 (1963): “The exposure to the risk posed by 
violations of the [net capital] rule is in itself the abuse at 
which the rule is aimed.” Although that case dealt with the 
net capital rule, it is axiomatic that the principle cited is 
equally applicable to other rules involved here. Nevertheless, 
the absence of loss may be taken into account in assessing 
the public interest implications. 


" The firm has been dissolved. 
'2 See n. 8, supra. 
'3 The assessment of costs is affirmed. 


'* In its decision, the NASD observed ‘‘that a penalty must 
be imposed in order to impress upon respondent Krumholz 
the responsibility of a registered principal to be informed of 
all applicable securities regulations and to see that his 
member complies with all requirements of such 
regulations.” We concur. 


'® Our failure to address ourselves explicitly to a particular 
contention does not mean that we have overlooked it. All 
points have been considered. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12622/July 13, 1976 


Admin. Proc. File No. 3-4677 

In the Matter of the Application of 
KCC RESEARCH COMPANY, LTD. 
81-45 168th Street 

Jamaica, New York 

and 

JEROME KRUMHOLZ 


For Review of Disciplinary Action Taken by the 


NATIONAL ASSOCIATION OF SECURITIES DEALERS, 
INC. 


ORDER WITH RESPECT TO DISCIPLINARY ACTION 
TAKEN BY REGISTERED SECURITIES ASSOCIATION 


On the basis of the Commission's opinion issued this day, it 
is 


ORDERED that the expulsion of KCC Research Company, 
Ltd. from membership in the National Association of 
Securities Dealers, Inc. be, and it hereby is, affirmed; and it 
is further 


ORDERED that the two-year suspension of Jerome 
Krumholz form association with any member of the 
aforesaid Association in a principal or managerial capacity 
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be, and it hereby is, reduced to a suspension from any such 
association for one year; and it is further 


ORDERED that the assessment of costs against applicants 
be, and it hereby is, affirmed 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12623/July 14, 1976 


In the Matter of 


NEW YORK STOCK EXCHANGE, INC. 
11 Wall Street 
New York, New York 10005 


File No. SR-NYSE-76-31 
ORDER APPROVING PROPOSED RULE CHANGES 


On May 14, 1976, the New York Stock Exchange, Inc. (the 
“NYSE") filed with the Commission, pursuant to Section 
19(b) of the Securities Exchange Act of 1934 (the “Act’’), 
15 U.S.C. 78s(b), as amended by Pub. L. No. 94-29 (June 4, 
1975), and Rule 19b-4 thereunder, 17 CFR 240.19b-4, a 
proposal to adopt Rule 308, to amend Articles IX, Xl, and 
Xlll of the NYSE’s Constitution, and to amend NYSE Rules 
301 and 345(a). Notice of the proposed rule change, 
together with the terms of substance, was given by publica- 
tion of a Commission release (Release No. 34-12478 (May 
24, 1976)) in the Federal Register (41 FR 22169 (June 1, 
1976)). Interested persons were invited to submit written 
data, views and arguments concerning the proposal! by July 
1, 1976. The Commission has not received any comments 
concerning the proposed rule changes. 


Rule 308 provides a procedure’ for disapproving (1) 
applications of prospective members or member 
organizations for NYSE membership; (2) applications for 
employment or association with a member or member 
organization, of any prospective member, allied member, ap- 
proved person, registered representative, or other persons 
required by the NYSE Constitution or rules to be approved 
by the Exchange; (3) any change in the status of any person, 
which change requires approval of the Exchange: and, (4) 


the application of any prospective non-member broker- 
dealer accessee.’ 


The amendments to NYSE Rules 301 and 345? and to Arti- 
cle IX, Sections 3, 7, and 15, Article XI, Section 1, and Arti- 
cle XIII, Sections 5 and 6, of the NYSE Constitution are of a 
technical nature to conform to proposed Rule 308. 


The Commission finds that the NYSE proposal is not incon- 
sistent with the requirements of the Act and rules and 
regulations thereunder applicable to national securities ex- 
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changes. 

¢ 6 
IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, 15 U.S.C. 78s(b)(2), that proposed Rule 308 and 
the proposed amendments to the NYSE Constitution Article 
IX, Sections 3, 7 and 15, Article XI, Section 1, and Article 
XIII, Sections 5 and 6, and NYSE Rules 301 and 345 be, 
and hereby are, approved. 





By the Commission. 6 \¢6 
George A. Fitzsimmons 
Secretary 

July 14, 1976 

‘Section 6(d)(2) of the Act, 15 U.S.C. 78f(d)(2), requires ee 


that any proceeding conducted pursuant to Section 6(b)(7), 

15 U.S.C. 78f(d)(7), include certain due process safeguards. 

Among those safeguards are the opportunity for the appli- 

cant to be heard and a written statement of the specific 

grounds for disapproval if the application should be disap- 

proved. Although proposed Rule 308 does not specifically \ 
set forth those standards, any proceeding is necessarily re- 6 @ 
quired to be in conformance with them. 


2NYSE Rules do not currently provide for ‘non-member 
broker-dealer accesses” and, accordingly, the scope of this 

phrase is not precisely defined. In any event, the word 
‘application’ as used in Rule 308 does not necessarily con- ! 
template a formal written application procedure; informal 

requests would be covered in order to provide the procedural €@ 
protections of the Act in appropriate circumstances. While 
Rule 308 governs only prospective “non-member broker- 
dealer accessees,” Section 6(b)(7) of the Act requires fair 
procedures for any person with respect to denial of or limita- 
tion on access to NYSE services offered by a member j 
thereof. The NYSE, apparently, does not contemplate that 
any denial or limitation would be imposed on persons other 
than prospective “non-member broker-dealer accessees,”’ as 
that term may be defined, with respect to access to NYSE 
services Or On any persons wih respect to access to services 5 
offered by NYSE members. { 


3The Commission is approving only the amendments to } 
Rules 301 and 345. Rule 301 currently is the subject of the ¢@ 
Commission's general inquiry, pursuant to Section 31(b) of 
the Securities Acts Amendments of 1975, with respect to 
rules of national securities Acts Amendments of 1975, with 
respect to rules of national securities exchanges relating to 
membership and association with members. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12624/July 14, 1974 


SECURITIES TRANSACTION FEES 


The Securities and Exchange Commission (the ‘‘Com- 
mission’) today announced the adoption of Rule 31-1 [17 } 
CFR 240.31-1]| effective immediately, providing certain ex- 
emptions from the requirements of Section 31 of the 
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Securities Exchange Act of 1934 (the “Act’’) [15 U.S.C. 78a 
et seq., as amended by Pub. L. No. 94-29 (June 4, 1975)]| 
that certain fees be payable to the Commission on the sales 
of securities registered on national securities exchanges and 
occurring on such exchanges or in the over-the-counter 
market. The Commission has adopted Section 240.31-1 in 
accordance with the Administrative Procedure Act, 5 U.S.C. 
553(d)(1), and pursuant to its authority under §82, 3, 23 and 
31 of the Securities Exchange Act of 1934, 15 U.S.C. 78b, 
c, w, and ee. Section 240.31-1 was published for comment 
on April 23, 1976 (41 FR 16980).' The comment period ex- 
pired on May 24, 1976 and no written comments concern- 
ing the proposed rule were received. 


Prior to the effective date of the Securities Acts 
Amendments of 1975 ("1975 Amendments”) to Section 31 
of the Act,? the payment of a transaction fee on the sale of 
securities was required only for transactions effected on a 
national securities exchange. In order to ensure ‘‘even- 
handed treatment,” however, for transactions in exchange- 
listed securities occurring on national securities exchanges 
and in the over-the-counter market, the 1975 Amendments 
expanded the scope of Section 31 of the Act to encompass 
also transactions in securities registered on any national ex- 
change, which transactions are effected by a registered 
broker or dealer otherwise than on such an exchange.” 


In addition, the 1975 Amendments to Section 31 of the Act 
modified the description of debt securities excluded from the 
imposition of the transaction fees, and increased the fee to 
one three-hundredths of one percent (one cent for each 
three hundred dollars or fraction thereof) of the total dollar 
sales volume for the year of securities covered by the Sec- 
tion. Payment of the transaction fees incurred in a 
preceding calendar year must be made to the Commission 
on or before March 15 of the following year. 


Fees under Section 31 of the Act become applicable when a 
securitiy not traded on any exchange is admitted to ex- 
change trading for the first time. The fees are not applicable 
to transactions occuring after a security, as a result of 
delisting or termination of unlisted trading privileges, is no 
longer admitted to trading on any exchange. Notice of new 
listings, delistings and terminations of unlisted trading 
privileges will be published on a daily basis in the SEC 
NEWS DIGEST, under the heading, ‘Listing, Delisting and 
Unlisted Trading Actions.” 


In Section 31 of the Act, as amended, Congress gave the 
Commission the authority to exempt certain sales of 
securities from the imposition of transaction fees. In enac- 
ting the 1975 Amendments to Section 31 of the Act, 
Congress intended that the Commission exempt certian 
sales of securities connected with the underwriting process 
and other sales of securities which are essentially non- 
secondary market transactions.® 


Accordingly, Section 240.31-1 exempts from the imposition 
of transaction fees under Section 31 of the Act: (1) any sale 
of securities offered pursuant to an effective registration 
statement under the Securities Act of 1933; (2) certain 
other sales in connection with the offering of securities; (3) 
certain sales in connection with tender and exchange offers,° 
the exercise of warrants and rights and the conversion of 
convertible securities; and (4) any sale of securities listed on 
a national exchange, effected by a registered broker or 


dealer in a foreign nation or on a foreign exchange, and not 
reported to, nor required to be reported to, the Consolidated 
Tape Association.’ 


The Commission is considering making minor amendments 
to SEC Form X-17A-10 to allow for the reporting and pay- 
ment of the fee on an annual basis only. In no case, however, 
shall payment of transaction fees to the Commission occur 
later than March 15 of each calendar year for sales tran- 
sacted during the previous calendar year. The first date by 
which exchanges and registerd broker-dealers must pay the 
new Section 31 fees, as amended, is March 15, 1977. As 
provided by 17 CFR Section 240.0-9, ‘‘All payment of fees 
shall be made in cash, certified check, personal check or by 
U. S. postal money order, bank cashier's check, or bank 
money order payable to the Securities and Exchange Com- 
mission, omitting the name or title of any official of the Com- 
mission.” 


The Commission is adopting Section 240.31-1 under the 
authority of Sections 2, 3, 23 and 31 of the Securities Ex- 
change Act of 1934, Pub. L. No. 291, 882, 3, 23, and 31, as 
amended (15 U.S.C. 8878b, 78c, 78w, and 78ee). The Com- 
mission finds that Section 240.31-1 does not impose un- 
necessary burdens on competition. Further, since Section 
240.31-1, only recognizes exemptions from Section 31 of 
the Act, the Commission is authorized under 5 U.S.C. 
§553(d)(1), to adopt Section 240.3 1-1, effective immediate- 
ly. Accordingly, pursuant to the authorities cited herein, the 
Commission hereby adopts Section 240.31-1, effective im- 
mediately. The text of Section 240-31.1 is as follows: 


SECURITIES TRANSACTION FEES 


§240.31-1 Securities transactions exempt from transaction 
fees. 


Preliminary Notes 


A “covered” security is any security (other than a bond, 
debenture or other evidence of indebtedness) which is 
registered on a national securities exchange under Section 
12(b) of the Act or which is the subject of unlisted trading 
privileges on such an exchange under Section 12(f) of the 
Act 


If the sale of a security covered by Section 31 is effected on 
a national securities exchange, the transaction fee must be 
paid by that exchange. With regard to sales of covered 
securities effected otherwise than on a national securities 
exchange, the fee is to be paid by the registered broker or 
dealer on the sale side of the transaction. When there is no 
registered broker or dealer on the sale side of the transaction 
(as, for example, where a third market dealer purchases 
securities for its own account from a public customer), the 
fee is to be paid by the registered broker or dealer on the 
purchase side of the transaction. Where no registered broker 
or dealer is involved in the transaction, no fee arises. 


The fee for options transactions occurring on an exchange is 
to be paid by the exchange itself or the Options Clearing 
Corporation on behalf of the exchange, and such a fee is to 
be computed on the basis of the option premium (market 
price) for the sale of the option, and the exercise price of the 
option in the event of its exercise. In addition, any sale of 
covered securities, occurring otherwise than on a national 
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securities exchange, to or by a person exercising an option 
contract shall require payment of a Section 31 fee, in an 
amount determined on the basis of the exercise price, by the 
registered broker or dealer selling the securities. If there is 
no registered broker or dealer on the sale side of such a tran- 
saction, then the fee is to be paid by the registered broker or 
dealer on the purchase side of the transaction. If no 
registered broker or dealer is involved in the transaction, no 
fee arises. 


The following shall be exempt from Section 31 of the Act: 


(a) Transactions in securities offered pursuant to an 
effective registration statement under the Securities 
Act of 1933 (except transactions in put or call options 
issued by the Options Clearing Corporation) or offered 
in accordance with an exemption from registration af- 
forded by Section 3(a) or 3(b) thereof, or a rule 
thereunder; 


(b) Transactions by an issuer not involving any public 
offering within the meaning of Section 4(2) of the 
Securities Act of 1933; 


(c) The purchase or sale of securities pursuant to and 
in consummation of a tender or exchange offer; 


(d) The purchase or sale of securities upon the exercise 
of a warrant or right (except a put or call), or upon the 
conversion of a convertible security; 


(e) Transactions which are executed outside the 
United States and are not reported, or required to be 
reported, to the Consolidated Tape Association pur- 
suant to Rule 17a-15 under the Act, and any approved 
plan filed thereunder. 


(Secs. 2, 3, 23, Pub. L. No. 291, 48 Stat. 881, 882, 901, as 
amended, (15 U.S.C. 78b, 78c, and 78w); Sec. 31, Pub. L. 
No. 291, 48 Stat. 904, as amended by Pub. L. No. 258, 58 
Stat. 117, and as amended by Sec. 22, Pub. L. No. 94-29, 
89 Stat. 162 (15 U.S.C. 78ee)). 


By the Commission. 


George A. Fitzsimmons 
Secretary 





‘Securities Exchange Act Release No. 12348 (April 15, 
1976); 9 SEC Docket 415 (April 27, 1976). 


289 Stat. 170 (1975). 


389 Stat. 162 (1975); See S. Rep. No. 94-75, 94th Cong,, 
1st Sess. 139-40. The text of Section 31 of the Act, as 
amended, is: 


“Every national securities exchange shall pay to the 
Commission on or before March 15 of each calendar 
year a fee in an amount equal to one three-hundredths 
of 1 per centum of the agregate dollar amount of the 
sales of securities (other than bonds, debentures, and 
other evidences of indebtedness) transacted on such 
national securities exchange during each preceding 
calendar year to which this section applies. Every 
registered broker and dealer shall pay to the Commis- 
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sion on or before March 15 of each calendar year a fee 
in an amount equal to one three-hundredths of 1 per 
centum of the aggregate dollar amount of the sales of 
securities registered on a national securities exchange 
(other than bonds, debentures, and other evidences of 
indebtedness) transacted by such broker or dealer 
otherwise than on such an exchange during each 
preceding calendar year: Provided, however, That no 
payment shall be required for any calendar year in 
which such payment would be less than one hundred 
dollars. The Commission, by rule, may exempt any sale 
of securities or any class of sales of securities from any 
fee imposed by this section, if the Commission finds 
that such exemption is consistent with the public in- 
terest, the equal regulation of markets and brokers and 
dealers, and the development of a national market 
system.” 


* At the election of the payer, the date of a transaction sub- 
ject to Section 31 of the Act may continue to be either the 
trade date or the settlement date, consistent with whatever 
is its present practice. 


5 The Commission recognizes that a registered offering of 
securities by an issuer does not in every case involve the ser- 
vices of an underwriter. Nevertheless, the exemption for 
registered offerings contained in Section 240.31-1 encom- 
passes such distributions because they are clearly not the 
type of secondary market transaction which Congress in- 
tended to be subject to the fee. 


5 The térm “exchange offer,” as it is used here and in sub- 
section (c) of Section 240.31-1, refers to the exchange of 
one security for another, and does not refer to the distribu- 
tion of securities pursuant to special rules, and through the 
facilities, of a securities exchange. 


7 The ‘Preliminary Notes” included within Section 240.3 1- 
1, infra, are intended to clarify which registered broker or 
dealer in a transaction incurs the fee, and the basis for deter- 
mining the fee in connection with transactions in, and 
related to, put and call options. 


The fee is applicable to transactions is exchange-traded put 
or call option contracts. It should be noted, however, that 
the Commission has not yet authorized trading in put op- 
tions upon exchanges. 


All options listed on national securities exchanges are issued 
by the Option Clearing Corporation pursuant to an effective 
registration statement under the Securities Act of 1933. 
Transactions in such securities, nevertheless, have been ex- 
cluded from the exemption for registered offerings because 
those securities are issued in the course of the type of 
secondary market trading which Congress intended to be 
subject to a transaction fee. 


Under paragraph (a) of Section 240.31-1, the sale of 
securities delivered in satisfaftion of an oversubscription of 
an offering would be exempt from the fee. Other sales, 
however, of securities acquired in the course of stabilizing 
purchases covered by Section 240.10b-7 would be subject 
to the fee. 


8 The extension of transaction fees to over-the-counter sales 
of covered securities became effective on January 1, 1976. 
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Such fees, however, covering calendar year 1976, are not 
actually payable to the Commission until March 15, 1977. 
Persons computing transaction fees payable at that time 
may determine transactions upon which the fee is paid, for 
all of 1976, in light of the rule adopted herein. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12625/July 14, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
CHICAGO BOARD OPTIONS EXCHANGE, INC. 


File No. SR-CBOE-76-13 


The Chicago Board Options Exchange, Inc. submitted on 


Juiy 1, 1976 a proposed rule change under Rule 19b-4 to: 


amend rules relating to transfer of memberships, admission 
of members, and association with members and to prescribe 
procedures to govern such matters. 


Publication of the submission is expected to be made in the 
Federal Register during the week of July 19, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D. C. 20549. Reference should 
be made to File No. SR-CBOE-76-13. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12626/July 15, 1976 


In the Matter of 


CHICAGO BOARD OPTIONS EXCHANGE, INC. 
LaSalle at Jackson 


Chicago, Illinois 60604 
(File No. ST-CBOE-76- 10) 


ORDER APPROVING PROPOSED RULE CHANGE 


On May 19, 1976, the Chicago Board Options Exchange, 
Inc. (“CBOE”), filed with the Commission, pursuant to Sec- 
tion 19(b) of the Securities Exchange Act of 1934 (the 
“Act’’), as amended by the Securities Acts Amendments of 
1975, and Rule 19b-4 thereunder, copies of a proposed rule 
change to prescribe minimum fidelity bonding standards un- 
der Rule 9.22 of the CBOE Rules for members subject to the 
Rule and extend the rule’s applicability to CBOE members 
which are also members of the Options Clearing Corpora- 
tion. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission release (Securities Exchange 
Act Release No. 12466 (May 20, 1976)) and by publication 
in the Federal Register (41 Fed. Reg. 21849 (May 28, 
1976)). On July 13, 1976, the CBOE made certain technical 
revisions in the proposed rule change. 


The Commission finds that the proposed rule change, as 
amended, is consistent with the requirements of the Act and 
the rules and regulations thereunder applicable to national 
securities exchanges, and in particular, the requirements of 
Section 6, and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the above-mentioned proposed rule change, 
as amended, be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12627/July 15, 1976 


Administrative Proceeding File No. 3-4982 
In the Matter of 

MILLMASTER ONYX CORPORATION 
(81-207) 


ORDER GRANTING APPLICATION PURSUANT TO 
SECTION 12(h) OF THE 1934 ACT 


The Securities and Exchange Commission has issued an 
order granting the application of Millmaster Onyx Corpora- 
tion, a New York corporation which merged into Kewanee 
Industries, Inc. (‘Kewanee’) on April 30, 1976, under Sec- 
tion 12(h) of the Securities Exchange Act of 1934 (the 
“1934 Act’) for an exemption from the reporting re- 
quirements of Section 13 of the 1934 Act. It appears to the 
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Commission that the requested exemption is not inconsis- 
tent with the public interest or the protection of investors 
because the applicant's independent corporate existence 
terminated upon the consummation of its merger into 
Kewanee. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12628/July 15, 1976 


THE SECURITIES AND EXCHANGE COMMISSION HAS 
ISSUED A NOTICE GIVING INTERESTED PERSONS UNTIL 
AUGUST 9, 1976 TO REQUEST A HEARING ON AN 
APPLICATION BY NATIONAL ALFALFA DEHYDRATING 
AND MILLING COMPANY (THE “‘APPLICANT”), A 
WHOLLY-OWNED SUBSIDIARY OF BASS BROTHERS 
ENTERPRISES, INC. PURSUANT TO SECTION 12(H) OF 
THE SECURITIES EXCHANGE ACT OF 1934, FOR AN 
ORDER EXEMPTING THE APPLICANT FROM THE 
REPORTING REQUIREMENTS OF SECTION 15(D) OF THE 
ACT. SINCE MAY 17, 1976, ALL OF APPLICANT'S 
OUTSTANDING SECURITIES HAVE BEEN OWNED BY 
BASS. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12629/July 15, 1976 


ACCOUNTING SERIES 
Release No. 192/July 15, 1976 


Admin. Proc. File No. 3-5000 
In the Matter of 


ARCHIE S. BARNHILL 
9005 Longmont Drive 
Dallas, Texas 


NOTICE OF PERMANENT DISQUALIFICATION FROM 
APPEARANCE OR PRACTICE BEFORE THE COMMISSION 


On April 6, 1976, the Commission entered an order, pur- 
suant to rule 2(e)(3)(i) of its Rules of Practice, temporarily 
suspending Archie S. Barnhill, a certified public accountant 
from appearing or practicing before the Commission. The 
order was based on the fact that on January 16, 1976, 
Barnhill was permanently enjoined by the United States 
District Court for the Northern District of Texas, Dallas Divi- 
sion, in a suit brought by the Commission’ from violating 
Section 5(a), 5(c) and 17(a) of the Securities Act of 1933 
and Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. Barnhill consented to the in- 
junction without admitting or denying the substantive 
allegations in the Commission’s complaint. 


The complaint in the injunctive action alleged that Barnhill 
violated the above provisions of the federal securities laws in 
that, among other things, he certified a financial statement 
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of Tex-A-Chief, Inc. following a purported audit, when in fact 
Barnhill’s audit consisted mainly of discussions with that 
company’s president and did not include independent 
verification of Tex-A-Chief’s assets and liabilities. 


Rule 2(e)(3)(ii) of the Commission's Rules of Practice 
provides that any person temporarily suspended in accor- 
dance with paragraph (i) of that rule may, within 30 days 
after service upon him of the order of temporary suspension, 
petition the Commission to lift such suspension, but that if 
no petition has been received by the Commission within 30 
days after such service, the suspension shall become perma- 
nent. Barnhill was duly notified of this provision. The 30-day 
period has expired and no petition to lift the suspension has 
been received by the Commission. 


Accordingly, notice is hereby given that the temporary 
suspension of Archie S. Barnhill has become permanent and 
that Barnhill is, therefore, disqualified from appearing or 
practicing before the Commission. 


George A. Fitzsimmons 
Secretary 





' S.E.E. v. Tex-A-Chief, Inc., Civil Action No. 3-75-1478D. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12630/July 15, 1976 


SUBMISSION OF PRICE QUOTATIONS TO INTER-DEALER 
QUOTATION SYSTEMS 


(S7-641) 


The Securities and Exchange Commission (the ‘‘Com- 
mission’’) announced today that it has adopted temporary 
Rule 15c2-11(f)(4)(T),'’ effective July 15, 1976, pursuant to 
the Securities Exchange Act of 1934 (the “’Act),? particularly 
Sections 2, 3, 11A, 15 and 23 thereof.? The adoption of sub- 
paragraph (f)(4)(T) to Rule 15c2-11 temporarily exempts 
from the provision of Rule 15c2-11 certain publications and 
submissions of quotations* respecting securities traded 
over-the-counter which have been the subject, at least once 
each fifth business day, of both bid and ask quotations at 
specified prices reported to, and published by, an inter- 
dealer quotation system. 


The Securities Quotation Service, Inc. (“SQS"), a jointly- 
owned subsidiary of the Securities Traders Association of 
New York, Inc. (“STANY") and the National Securities 
Traders Association, Inc., has recently commenced publica- 
tion of a weekly inter-dealer quotation service. Represen- 
tatives of STANY have informed the Commission staff of the 
development of their publication and by letter dated June 3, 
1976° described their proposal and requested that the Com- 
mission consider an amendment to subparagraph (f) of Rule 
15c2-11 which would exempt the submission of quotations 
by brokers and dealers in a security from the provisions of 
Ruie 15c2-11 where previous quotations in the subject 
security had been made on a regular basis in the SQS 
publication and reflected a bona fide market making interest 
for a specified period of time. 
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Rule 15c2-11 was initially adopted on September 13, 
1971° and provides, in general, that it shall be a “fraudulent, 
manipulative, and deceptive practice within the meaning of 
Section 15(c)(2)’’ for any broker or dealer to initiate or 
resume quotations in a security without maintaining in his 
own records and (if the security is one to which Rule 15c2- 
11(a)(4)applies) furnishing to the inter-dealer quotation 
system information concerning the issuer and certain other 
matters unless an exemptive provision of subpararaph (f) of 
the Rule applies.’ The Rule was adopted as a means of curb- 
ing activities of brokers and dealers who submitted 
quotations in the daily “pink sheets’ published by the 
National Quotation Bureau (NQB”) without making a 
diligent inquiry concerning the issue or obtaining sufficient 
information to justify their activity in the security. These ac- 
tivites resulted in the public distribution of unregistered 
securities of “shell” corporations, particularly through the 
“spin-off” device? 


The subparagraph (f)(3) exemptive provision, which was 
drafted in contemplation of the then existing practices in the 
daily pink sheets, applies if the security has been the subject 
of two-way price quotations in an inter-dealer quotation 
system on 12 business days out of the previous 30 calendar 
days, with no more than four business days in succession 
without such a two-way quotation. Once a broker has 
qualified a security for purposes of a subparagraph (f)(3) ex- 
emption, any broker or dealer may rely on that exemption to 
submit quotations in the security.? A weekly publication, by 
its very nature, will always have a five business day lapse 
between publications and will never be published 12 times 
within the previous 30 calendar days. Broker-dealers would 
therefore be unable to utilize the existing exemptive 
provisions for quotations which would be submitted to a 
weekly publication unless quotations continued to be sub- 
mitted on a regular basis to a daily publication. 


The amendment, consisting of new subparagraph (4)(T), 
would provide an exemption from the provisions of Rule 
15c2-11 where a security has been the subject of two-way 
price quotations which have been published on a weekly 
basis if such quotations also. reflect market-making activity 
on a regular basis, /.e.., the brokers or dealers who had sub- 
mitted the two-way quotation for weekly publication had 
been makin a two-way price quotation in the security on 
each of at least 12 business days within the previous 30 
calendar days, with no more than 4 business days in succes- 
sion without a reflection of the existence of such a two-way 
price quotation. Since a broker or dealer could not necessari- 
ly determine from a weekly publication itself whether the 
time requirements of subparagraph (f)(4)(T) had been met, a 
broker or dealer wishing to rely on a subparagraph (f)(4)(T) 
exemption would be required, before submitting his quota- 
tion, to receive a report from the publisher confirming the 
required reflection of market-making activity or base his 
further submission of quotations in a security on quotations 
of that security which he has previously submitted with the 
prescribed frequency. 


The Commission hereby adopts temporary Rule 15c2- 
11(f)(4)(T), effective July 15, 1976, pursuant to the 
Securities Exchange Act of 1934, and particularly Sections 
2,3,11A, 15 and 23 therof. The Commission finds, in accor- 
dance with the Administrative Procedure Act (5 U.S.C. 553 
(b)(3)(B)), that temporary Rule 15c2-11(f)(4)(T) will relieve 
brokers and dealers of restriction upon submitting price 


quotations to inter-dealer quotation systems, that notice and 
public procedure are therefore necessary as a prerequisite to 
the adoption of the Rule, and that the Rule should be 
adopted, effective on the above date, in accordance with the 
Administrative Procedure Act (5 U.S.C. 553(d)(3)). The 
adoption of Rule 15c2-11(f)(4)(T) as a temporary measure 
will permit brokers, dealers and other interested persons to 
comment on the temporary rule in an orderly and timely 
manner and afford the Commission adequate time to review 
such comments and data respecting the effect of the tem- 
porary rule on the publication of price quotations carefully 
and completely, consistent with the public interest and the 
protection of investors before considering the adoption of 
Rule 15c2-11(f)(4)(T) on a permanent basis. The Commis- 
sion also finds that temporary Rule 15c2-1 1(f)(4)(T) will not 
impose any burden upon competition. The text of the tem- 
porary rule is as follows: 


§240.15c2-11 Initiation or resumption of quotations 
without specific information. 


+ * *# # * 


(f) The provisions of this section shall not apply to: 


* * # 


(4)(T) The publication or submission of a quotation 
respecting a security which, at least once each fifth 
business day, has been the subject of both bid and ask 
quotations at specified prices reported to, and publish- 
ed by, an inter-dealer quotation system 


(i) which has reported to the broker or dealer who 
wishes to submit such a quotation that records of the 
system reflect that at least one registered broker or 
dealer has made, or 


(ii) to which a registered broker or dealer who wishes 
to submit such a quotation has reported or 
represented that he has made both bid and ask 
quotations at specified prices on each of at least 12 
business days within the previous 30 calendar days, 
with no more than 4 business days in succession 
without a reflection of the existence of such a two- 
way quotation. This temporary subsection shall expire 
on November 12, 1976. 


Public comment is invited on Rule 15c2-11(f)(4)(T) as 
adopted and on the advisability of adopting the Rule on a 
permanent basis. Comments should be submitted to George 
A. Fitzsimmons, Secretary, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D. C. 20549 
in triplicate not later than September 7, 1976. All com- 
munications should refer to File No. S7-641 and will be 
available for public inspection in the Commission's Public 
Reference Room located at 1100 L Street, N.W., Room 
6101, Washington, D.C. 


By the Commission. 


George A. Fitzsimmons 
Secretary 


"17 CFR 240.15c2-11(f)(4)(T). 





2 15 U.S.C. 78a et. seq., as amended by Pub. |. 94-29 (June 
4, 1975). 
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315 U.S.C. 78(b), (c), (k-1), (0), and (w). 


* A quotation is defined in Rule 15c2-11 for the purposes of 
that Rule as “any bid or offer at a specified price with 
respect to a security.” 


5 Letter from Windels and Marx, counsel to STANY, to Lee 
A. Pickard, Director, Division of Market Regulation. A 
supplemental letter dated June 21, 1976 containing ad- 
ditional descriptive information was also received. 


6 Securities Exchange Act Release No. 34-9310 (September 
13, 1971), 36 FR 18641 (September 18, 1971). 


7-The Commission may also exempt the publication or sub- 
mission of other particular quotations pursuant to Rule 
15c2-11(h). 


8 See Securities Exchange Act Release No. 34-4982 (July 2, 
1969), 34 FR 11581 (July 15, 1969) and Securities Ex- 
change Act Release No. 34-8909 (June 24, 1970), 35 FR 
10597 (June 30, 1970). 


° The exemptive provision was not initially a part of proposed 
Rule 15c2-11. It was added in response to concern from the 
securities industry that duplicative maintenance and filing of 
Rule 15c2-11 information would be unnecessarily burden- 
some upon potential competitive market makers and could 
act as a disincentive to their submission of price quotations 
to an inter-dealer quotation system. It was asserted that the 
purposes of the rule would be satisfied by requiring only the 
inital market maker to maintain and furnish to the inter- 
dealer quotation system the information required by Rule 
15c2-11. Securities Exchange Act Release No. 34-9310 
(September 13, 1971), 36 FR 18641 (September 18, 
1971). 


'© The following illustration of the exemption’s application 
may be of assistance. Broker A, on four successive 
Thursdays, submits a two-way price quotation in XYZ stock 
to an inter-dealer quotation system which publishes on a 
weekly basis and which represents that broker-dealers who 
submit price quotations to the system will be making a 
market in those securities during the week between publica- 
tion unless the broker-dealer notifies the system of his 
withdrawal from market-making activity. The quotation is 
published by the system on each of four successive Mon- 
days and at no time during this four week period does broker 
A withdraw his quotation. Broker B, at the end of this four 
week period, now also desires to initiate two-way price 
quotations in XYZ stock. The exemption would require 
Broker B, before submitting his price quotation in XYZ stock 
to the system, to obtain a report from the system that its 
records indicated another broker-dealer (in this case, broker 
A) had maintained a two-way market in XYZ for 12 business 
days out of the previous 30 calendar days, with no more 
than four business days in succession without a reflection of 
the existence of such a two-way quotation. In this case, the 
system would give broker B an affirmative report since the 
publication of broker A’s quotation on the four Mondays did 
in fact reflect the existence of such a two-way quotation for 
the period prescribed by the subpa:agraph (f)(4)(T) exemp- 
tion. The exemption would also authorize broker A himself to 
continue the submission of a two-way price quotation by 
allowing him to rely upon his own two-way price quotations 
published by the system, without the necessity of obtaining 


38/SEC DOCKET 


a confirming report of his own submission and its publica- 
tion by the system. 








PUBLIC UTILITY HOLDING COMPANY ACT 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19608/July 9, 1976 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
320 Park Avenue 
New York, New York 10022 


THE POTOMAC EDISON COMPANY 
Downsville Pike 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
800 Cabin Hill Drive 
Greensburg, Pennsylvania 15601 


(70-5777) 


NOTICE OF PROPOSED EXCHANGE OF UTILITY ASSETS 
BETWEEN PUBLIC UTILITY SUBSIDIARY COMPANIES 


NOTICE IS HEREBY GIVEN that Allegheny Power System, 
Inc., (“APS"’), a registered holding company, and two of its 
electric utility subsidiary companies, the Potomac Edison 
Company ("Potomac”’) and West Penn Power Company 
(“West Penn”), have filed an application-declaration and 
amendments thereto with this Commission pursuant to the 
Public Utility Holding Company Act of 1935 (‘Act’), 
designating Sections 9, 10 and 12 thereof as applicable to 
the proposed transaction. All interested persons are referred 
to the application-declaration as amended, which is sum- 
marized below, for a complete statement of the proposed 
transaction. 


In addition to furnishing retail and wholesale electric service 
in Maryland, Virginia and West Virginia, Potomac provides 
electric service to approximately 36,800 retail customers 
and to two municipal wholesale customers in five Penn- 
sylvania counties. It is stated that in 1975, Potomac receive 
from its Pennsylvania customers operating revenues of 
$21,225,000 (about 12%), from which it realized $1,662,- 
000 (about 8%) of its net income. 


Potomac proposes to transfer to West Penn all of the elec- 
tric transmission and distribution facilities and associated 
properties in Pennsylvania (“Distribution Properties’) owned 
and used by Potomac to provide electric service to its Penn- 
sylvania customers. The transfer will be based on the 
depreciated original cost of the Distribution Properties, as 
determined on the closing date (it is presently estimated that 
such depreciated original cost will be about $22,000,000). 
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In exchange therefor, West Penn intends to transfer to 
Potomac an equivalent portion, also based on the 
depreciated original cost at the closing date, of its 50% un- 
divided ownership interest in the Harrison electric 
generating station (‘Harrison Station’), located in Harrison 
County, West Virginia, which is jointly owned by Potomac, 
West Penn and Monongahela Power Company (another 
electric utility subsidiary of APS) as tenants in common. 


The applicants propose that in each case the computation of 
depreciated original cost will reflect the transferor’s unamor- 
tized investment tax credit and accumulated deferred in- 
come taxes related to the assets being transferred and, in 
turn, that the transferee will reflect on its books the value 
which the transferor had on its books for the assets 
transferred. The applicants state that this proposal is in ac- 
cordance with the Federal Power Commission's Uniform 
System of Accounts. Further, they state that regardless of 
whether the Internal Revenue Service treats the proposed 
transfers as a “sale” (in which event any gain or loss to the 
transferor would be recognized) or as a “tax free exchange 
of like-kind assets”, the unamortized portion of the invest- 
ment tax credit and deferred income taxes on the books of 
each transferor must be disposed of with the assets to which 
they are related. In this connection, the applicants state that 
because they are members of an affiliated group (composed 
of APS and all of its subsidiaries) which files a consolidated 
Federal Income Tax return, (1) the Internal Revenue Code 
provisions for recapture of investment tax credit are not 
applicable and, to the extent that either Potomac or West 
Penn realizes a gain on the transfers, (2) any such gain 
would be taxable ratably to the transferor as the property is 
depreciated by the transferee and would be substantially 
offset by such depreciation. 


It is stated that if the proposed transactions had been con- 
sumated on December 31, 1975, the depreciated original 
cost of the Distribution Properties would have been $21,- 
909,000, the equivalent portion of the Harrison Station 
would have been 135,696 kilowatts, West Penn's uncivided 
interest in the Harrison Station would have been reduced 
from 50%to 42.9%, and Potomac’s undivided interest in that 
station would have been increased from 25% to 32.1%. 


Potomac and West Penn anticipate that the proposed 
transfer will have no significant impact upon their rates of 
service. First, although Potomac expects to discontinue fur- 
nishing electric service to its Pennsylvania customers upon 
consummation of the proposed transfer, such customers will 
be served thereafter by West Penn, which intends to adopt 
and apply the presently effective rates, rules and regulations 
governing Potomac’s Pennsylvania service (including the 
contracts between Potomac and its two municipal 
wholesale customers). Second, Potomac expects that each 
regulatory commission having jurisdiction over its service 
territories and business after the proposed transfer will treat 
the additional portion of the Harrison Station acquired in ex- 
change for the Distribution Properties in the same manner 
as they treat Potomac’s existing 25% undivided interest in 
that station: that is, in all rate cases Potomac’s portion of the 
Harrison Station, as carried on its books, has been treated, 
along with other generating capacity, as a part of Potomac’s 
bulk power supply facilities for rate base purposes, and each 
regulatory commission determines, pursuant to an accep- 
table cost allocation formula (generally related to peak 
responsibility) the portion of Potomac’s bulk power supply 
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facilities to be included in the rate base in that jurisdiction. 
The applicants note, however, that as a result of the different 
principles and approaches utilized by the regulatory com- 
missions, minor differences in service rates, ‘which cannot 
now be determined, may result from the proposed transfer. 


It is expected that the Distribution Properties will be released 
from the Indenture dated October 1, 1944, as amended 
and suppiemented, between Potomac and Chemical Bank 
and T. J. Foley, trustees, (“Potomac Indenture”) and that 
such properties will become subject to the lien of the Inden- 
ture dated March 1, 1916, as amended and supplemented, 
between West Penn and the Chase Manhattan Bank (“West 
Penn Indenture’), trustee, upon their acquisition by West 
Penn. Likewise, it is expected that the interest in the 
Harrison Station to be transferred to Potomac will be released 
from the West Penn Indenture and will become subject to 
the lien of the Potomac Indenture. 


The applicants also state that the purposes underlying the 
proposed transaction are to: (a) simplify the administrative 
and regulatory burdens resulting from both Potomac and 
West Penn being subject to the jurisdiction of the Penn- 
sylvania Public Utility Commission (‘‘PaPUC”); (b) reduce 
Potomac’s dependence upon its sister companies in the APS 
system for generating capacity reserves and, in turn, reduce 
the amount of capacity it purchases from them under the 
System Power Supply Agreement; and, (c) equalize in the 
future Potomac’s owned generating capacity (as related to 
load) under the System Power Supply Agreement with that 
of its sister companies, without the necessity of constructing 
excessive amounts of more expensive future generating 
Capacity. 


The State Corporation Commission of Virginia and the Pubic 
Service Commission of West Virginia have approved the 
proposed transfer. It is stated that the PaPUC also has 
jurisdiction over the proposed transaction. No other state 
commission and no federal commission, other than this 
Commission, has jurisdiction over the proposed transaction. 
The applicants state that the fees and expenses to be in-’ 
curred in connection with the proposed transaction will be 
supplied by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1976, request in writing that a 
hearing he held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration, as amended, 
which he desires to controvert; or he may request that he be 
notified of the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by mail 
upon the applicants-declarants at the above-stated ad- 
dresses, and proof of service (by affidavit or, in case or an at- 
torney at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, as 
amended, or as it may be further amended, may be granted 
and permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
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matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19609/July 9, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
P. O. Box 61005 
New Orleans, Louisiana 70161 


MISSISSIPP! POWER & LIGHT COMPANY 
ARKANSAS POWER & LIGHT COMPANY 
ARKANSAS-MISSOUR!I POWER COMPANY 
LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE INC. 
MIDDLE SOUTH ENERGY, INC. 


(70-5399) 


NOTICE OF POST-EFFECTIVE AMENDMENT REGARDING 
PROPOSED INCREASE IN AUTHORIZED BANK 
BORROWINGS 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“MSU”), a registered holding company, its wholly-owned 
subsidiary, Middle South Energy, Inc. ("MSE"), which has 
been organized to construct and own electric generating 
facilities for the MSU System, and MSU's above-named 
principal operating subsidiaries have filed with this Commis- 
sion a_ post-effective amendment to the application- 
declaration in this proceeding pursuant to Sections 6(a) and 
7 of the Public Utility Holding Company Act of 1935 (“Act’’) 
regarding the following proposed transactions. All interested 
persons are referred to the amended application-declaration 
for a complete statement of the proposed transactions. 


By order in this proceeding dated June 4, 1974 (HCAR No. 
18437), MSE, among other things, was authorized, pursuant 
to a Bank Loan Agreement with Manufacturers Hanover 
Trust Company, as agent, and a group of banks (" ‘A’ 
Banks’), to issue and sell through December 31, 1979, up 
to $308,500,000 of notes maturing December 31, 1982, 
for the purpose of designing and constructing the Grand Gulf 
Nuclear Electric Station project. 


By further order in this proceeding dated December 10, 
1975 (HCAR No. 19295), MSE wa: authorized (a) to enter 
into a amendment to the Bank Loan Agreement to add 
certain additional banks (" ‘B’ Banks’) to the banks which 

are parties to such agreement and to increase the commit- 
ment of one “A” Bank thereunder and (b) to increase the 
amount to be borrowed thereunder to $353,500,000. In ac- 
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cordance with such orders, MSE has to date borrowed 
$207,500,000 from the “A” Banks and the ‘’B” Banks. 


To enable MSE to continue construction of the Grand Gulf 
Project and for the other designated purposes, MSE now in- 
tends to amend the terms of the Bank Loan Agreement and 
proposes to issue and sell its notes thereunder. The Bank 
Loan Agreement will be amended to add certain banks (*’ ‘C’ 
Banks") to the banks which are presently parties to such 
agreement and to increase the commitments of two “A” 
Banks thereunder. The names of the “‘C’” Banks and their 
commitments and the names of the “A’’ Banks increasing 
their commitments and their increased commitments are as 
follows (The commitments of the “A” Banks and of the ‘’B”’ 
Banks will otherwise remain unchanged.): 


“C” Banks: 
Chemical Bank $25,000,000 
The First National Bank of Chicago 20,000,000 
Marine Midland Bank 10,000,000 
American Security and Trust Company 5,000,000 
LaSalle National Bank 5,000,000 
Provident National Bank 5,000,000 
Rhode Island Hospital Trust 

National Bank 5,000,000 
Union Bank 5,000,000 
“A” Banks: 


Citibank, N.A. - (previous commitment $75,000,000 
$45,000,000) 

Manufacturers Hanover Trust Company - 
(previous commitment - $60,000,000) 


61,500,000 


The aggregate commitment under the Bank Loan Agree- 
ment, as it is to be amended, will thus be increased by a 
total of $111,500,000, from $353,500,000 to $465,000,- 
OOO. In all other respects the transactions will remain un- 
changed. 


MSE states that through May 31, 1976, $303,500,000, 
had been spent on the Grand Gulf Nuclear Electric Station 
project and that it is anticipated that by year-end 1976 and 
estimated $426,000,000 will have been spent on the pro- 
ject. The construction budget for 1977 is estimated at 
$265,700,000. 


Although the time-schedule is not yet set, MSE is presently 
planning to issue and sell, subject to Commission approval, 
medium-term debt securities to a group of major insurance 
companies in order to reduce the amount of its shori-term 
bank loans. 


It is represented that no State or Federal! commission, other 
than this Commission, has jurisdiction over the proposed 
issue and sale of notes. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said post-effective amendment to the 
application-declaration which he desires to controvert; or he 
may request that he be notified if the Commission should 
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order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail upon the applicants-declarants 
at the above-stated address, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as now amended or as it may be 
further amended, may be granted and permitted to become 
effective as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19610/July 9, 1976 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 44308 


(70-5871) 


ORDER AUTHORIZING ISSUE AND SALE OF FIRST 
MORTGAGE BONDS AT COMPETITIVE BIDDING AND 
THE ISSUE OF FIRST MORTGAGE BONDS FOR SINKING 
FUND PURPOSES 


Ohio Edison Company ("Ohio Edison’’), a registered holding 
company and an electric utility company, has filed an 
application-declaration and amendments thereto with this 
Commission pursuant to Sections 6(a) and 7 of the Public 
Utility Holding Company Act of 1935 (“Act”) and Rule 50 
promulgated thereunder regarding the following proposed 
transactions. 


Chio Edison proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, 
$60,000,000 principal amount of First Mortgage Bonds (the 
“new bonds’), to mature in not less than 5 years and not 
more than 30 years. The interest rate (which will be a multi- 
ple of 1/8 of 1%) and the price (which will be not less than 
100%, unless Ohio Edison shall authorize a lower percen- 
tage not less than 99%, and shall not exceed 102.75% of the 
principal amount of the bonds thereof) will be determined by 
competitive bidding. The new bonds will be issued under the 
Indenture, dated as of August 1, 1930, between Ohio 
Edison and Bankers Trust Company, Trustee, as heretofore 
amended and supplemented, and as to be further amenced 


and supplemented by a Twenty-fourth Supplemental Inden- 
ture to be dated as of the first day of the calendar month in 
which the new bonds are to be issued. The terms of the 
issue preclude Ohio Edison, with certain exceptions, from 
redeeming any new bonds prior to July 1, 1981, if such 
redemption is for the purpose of refunding such bonds with 
proceeds of funds borrowed at a lower effective interest 
cost. Ohio Edison shall notify prospective bidders no later 
than 72 hours prior to the time designated for the submis- 
sion of bids of (1) the number of series of new bonds to be 
created and (2) the maturity date of the bonds. 


By order dated December 2, 1975 (HCAR No. 19275), this 
Commission, among other things, authorized Ohio Edison to 
issue during 1976 and aggregate amount of $10,905,000 
principal amount of its First Mortgage Bonds, 3 1/4% Series 
of 1955, due 1985, in connection with the withdrawal of 
sinking fund payments on deposit and required to be made 
during 1976. These bonds were to be issued on the basis of 
unfunded property additions. The estimate of $10,905,000 
did not reflect the issuance of the new bonds, which 
issuance will increase the sinking fund deposit required on or 
before November 1, 1976, by up to $214,000. 


Ohio Edison now also proposes to issue on or about 
November 1, 1976, a total of $214,000 principal amount of 
First Mortgage Bonds, 3 1/4% Series of 1955 due 1985, in 
addition to the $10,905,000 principal amount of bonds 
previously authorized. the bonds will be issued under the in- 
denture of Ohio Edison to Bankers Trust Company, Trustee, 
as amended and supplemented. The bonds are to be of the 
series provided for by the Twelfth Supplemental Indenture 
dated as of May 1, 1955, and will be identical with those 
previously authorized. 


Proceeds of the sale of the new bonds will be applied to the 
repayment of part of unsecured short-term indebtedness of 
Ohio Edison or to construction expenditures. It is stated that 
Ohio Edison anticipates that it will have short-term debt out- 
standing of approximately $110,000,000 at the time of the 
sale of the new bonds. It is estimated that construction ex- 
penditures will amount to $314,000,000 in 1976. 


The fees and expenses to be incurred by Ohio Edison in con- 
nection with the proposed issue and sale of the new bonds 
are estimated at $190,000, including legal fees of $25,000. 
Printing expenses are estimated at $53,000. Fees of 
counsel for the underwriters, to be paid by the successful 
bidders, are estimated at $17,500. The fees and expenses to 
be incurred by Ohio Edison in connection with the additional 
Sinking Fund Bonds are estimated at $1,100, including legal 
fees of $1,000. The Public Utilities Commission of Ohio has 
authorized the proposed transactions. No other state com- 
mission and no federal commission, other than this Commis- 
sion, has jurisdiction over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19568), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective: 
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IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rules 24 and 50 promulgated under 
the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19611/July 12, 1976 


SEE 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12619/July 12, 1976 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19612/July 13, 1976 


In the Matter of 


OHIO EDISON COMPANY 
Akron, Ohio 


PENNSYLVANIA POWER COMPANY 
New Castle, Pennsylvania 


(70-5856) 


ORDER AUTHORIZING LEASES OF NUCLEAR FUEL AND 
RELATED FACILITIES 


Ohio Edison Company (“Ohio Edison”), a registered holding 
company and electric utility company and its electric utility 
subsidiary, Pennsylvania Power Company (‘Pennsylvania’), 
have filed an application and an amendment thereto with 
this Commission pursuant to Sections 9(a) and 10 of the 
Public Utility Holding Company Act of 1935 (“Act’’) regar- 
ding the following proposed transactions. 


Ohio Edison, Pennsylvania Power Company, The Cleveland 
Electric Illuminating Company, Duquesne Light Company 
and The Toledo Edison Company (collectively referred to as 
the “CAPCO companies”, herein called “‘Lessee’’) propose to 
enter into separate Nuclear Material Lease Agreements with 
PruLease, Inc. (““Lessor’’) to lease certain nuclear fuel and 
nuclear fuel components thereof (the “Nuclear Material’’). 
The Nuclear Material will be used by Lessee to satisfy the 
fuel requirements of Beaver Valley Unit No. 2 and Perry Unit 
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No. 1. Lessor is a subsidiary of Pruco, Inc., a holding com- 
pany subsdiary of Prudential Insurance Company. The 
obligations of the Lessee under the Leases will be several 
and not joint and will be based on their proportionate 
ownership in the unit involved. 


The Lessee will lease the Nuclear Material under each Lease 
for approximately one year, beginning with the date Lessor 
first makes a payment under the Lease toward the cost of 
the Nuclear Material (the ‘‘Lease Term’). Thereafter, the 
Lease may be extended from month to month until termina- 
tion (the ‘Extended Term”). 


Under the Leases, the Lessor is obligated to pay the cost of 
the Nuclear Material (the ‘‘Acquisition Cost’). If any part of 
the Acquisition Cost is paid or incurred by the Lessee, the 
Lessor shall promptly reimburse the Lessee. Under the 
Leases, the Lessor is obligated to pay the cost of the Nuclear 
Material (the “Acquisition Cost’). If any part of the Acquisi- 
tion Cost is paid or incurred by the Lessee, the Lessor shall 
promptly reimburse the Lessee. 


At the option of the Lessee, any rent paid by Lessee to 
Lessor with respect to any Nuclear Material prior to comple- 
tion of the first 200 full power hours of burn of the Nuclear 
Material or the unit involved has commenced commercial 
operation, whichever is later and closing costs payable by 
Lessee to Lessor with respect to a Lease, will be considered 
an Acquisition Cost under that Lease. 


Pursuant to the Leases, the Lessee will assign to the Lessor 
all contracts relating to the purchase of or services to be per- 
formed with respect to Nuclear Material and entered into by 
it prior to the effective date of the applicable Lease and the 
Lessor will reimburse the Lessee for all payments 
theretofore made with respect to such contracts. 


Under the Leases, the Lessee assumes all risks of loss or 
damage to the Nuclear Material and is responsible for keep- 
ing the Nuclear Material in good operating condition and 
repair. The Lessee is obligated to procure physical damage 
insurance in an amount not less than the Lessor’s un- 
recovered Acquisition Cost as it exists from time to time, 
and liability insurance to the extent required by applicable 
laws, rules, or regulations. The Lessee also may self-insure 
to the extent required by applicable laws, rules or 
regulations and consistent with prudent utility practice. 


The Lessor and its affiliates are fully indemnified by the 
Lessee against all claims, demands, liabilities, costs and ex- 
penses arising as a result of the Lessor having leased the 
Nuclear Material except certain costs and expenses which 
are the responsibility of the Lessor under a Lease 


Lease payments will be payable monthly and will commence 
with the term of the Lease. These payments will depend on 
whether the Nuclear Material is carried on an Interim Leas- 
ing Record or a Final Leasing Reccrd. Basically, Nuclear 
Material is carried on an Interim Leasing Record when it is 
not actually installed for operation in a nuclear reactor and 
thereafter until the first day of the month on or after which 
such Nuclear Material has completed its first 200 fuli power 
hours of burn or on or after the commencement of commer- 
cial operation of the unit involved, whichever is later. 
Nuclear Material not carried on an Interim Leasing Record is 
carried on a Final Leasing Record. On an Interim Leasing 
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Record the amount of any specific rental payment is deter- 
mined by allocating Lessor’s then unrecovered Acquisition 
Cost with respect to that Nuclear Material equally over a 
360 day period and by multiplying a portion of the amount 
so allocated (the portion attributable to the number of days 
equal to the sum of 1 3/4% plus the higher of (i) the prime 
rate of Morgan Guaranty Trust Company or (ii) the rate of in- 
terest paid by Lessor on its commercial paper. For the first 
two full calendar months that Nuclear material is carried on 
a Final Leasing Record, rental payments are the same as 
they would be under an Interim Leasing Record. Thereafter, 
the amount of any specific rental payment is the amount 
payable while the Nuclear Material is being carried on an 
Interim Leasing Record plus an amount designed to permit 
the Lessor to recover the Acquisition Cost associated with 
that Nuclear Material over the period during which such 
Nuclear Material is expected to be utilized in connection 
with the generation of electric power, taking into account 
any anticipated salvage value with respect thereto. 


The Leases are subject to termination by either party by 
notice or otherwise pursuant to their terms. Depending on 
the circumstances of the termination, the Lessor is entitled 
to receive the fair market value of the Nuclear Material or its 
unrecovered Acquisition Cost with respect thereto (the “Ter- 
mination Price’). However, the Lessor shall never receive 
less than its unrecovered Acquisition Cost upon any ter- 
mination of a Lease. In certain circumstances, the Lessee is 
entitled to take title to the Nuclear Material upon payment of 
the applicable Termination Price. In other events, the Lessor 
retains title while the Lessee (if it is a non-default situation) 
seeks to sell the Nuclear Material on behalf of the Lessor. 
The Lessee is then obligated to pay the Lessor the un- 
recovered Acquisition Cost and is entitled to a reimburse- 
ment from the Lessor out of the proceeds of any such sale 
up to the amount of the unrecovered Acquisition Cost so 
paid. 


Specified events of default under a Lease can Trigger ter- 
mination of that Lease and/or other remedies, including the 
right to responses the Nuclear Material. If one of the Lessees 
default, the non-defaulting companies have the right to cure 
any such default. 


Under the Leases, unrecovered Acquisition Costs for Beaver 
Valley Unit No. 2 and Perry Unit No. 1 may not exceed $52.- 
000,000 and $70,000,000, respectively. The allocable 
percentages of Ohio Edison and Pennsylvania with respect 
thereto are 35.6% and 6.28%, respectively )i.e., $18,512.,- 
000 and $24,920,000, respectively for Ohio Edison and 
$3,265,000 and $4,396,000, respectively for Penn- 
sylvania). 


Under certain conditions, each of the Leases permits 
Nuclear Material covered by a Lease to be transferred for 
lease under any other lease of Nuclear Material between 
some or all of the CAPCO companies and the Lessor and 
permits Nuclear Material covered by any such lease to be 
transferred for lease under a Lease. If any such transfers are 
made and the lease from which the Nuclear Material is taken 
or to which it is added relates to a unit in which the 
ownership interests of Ohio Edison and Pennsylvania differs 
from their ownership interests in Beaver Valley Unit No. 2 or 
Perry Unit No. 1, there may be a disposition or acquisition of 
a utility asset by Ohio Edison or Pennsylvania. In the event 
that such transfer adds Nuclear Material to a Lease and 


results in an increase in the dollar amount of the then 
remaining proportional obligation of either Ohio Edison or 
Pennsylvania under that Lease to an amount greater than 
that stated above, Ohio Edison or Pennsylvania, as the case 
may be, would notify the Commission and request authoriza- 
tion for such transfer. 


Ohio Edison and Pennsylvania propose to charge the rent 
under the Leases to full expense and to account for the tran- 
sactions as leases rather than as purchases. 


The fees, commissions and expenses to be incurred in con- 
nection with the proposed transactions by Ohio Edison and 
Pennsylvania are estimated to be $8,500 and $2,200, 
respectively, including legal fees of $6,800 for Ohio Edison 
and $1,700 for Pennsylvania. No state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions, except that the 
Nuclear Regulatory Commission has jurisdiction over the 
ownership, possession, storage and handling of the Nuclear 
Material. 


Due notice of the filing of said application has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19529), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are ncessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said application, as amended, be granted: 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application, as amended, 
be, and it hereby is, granted forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19613/July 14, 1976 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-5829) 
ORDER RELEASING JURISDICTION 


By order dated June 22, 1976 (HCAR No. 19588), Penn- 
sylvania Electric Company (Penelec’), an electric utility 
subsidiary of General Public Utilities Corporation, a 
registered holding company, was authorized to finance con- 
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struction of pollution of pollution control facilities at its 
Homer City generating station, located in Indiana County, 
Pennsylvania, by entering into a Pollution Control Facilities 
Agreement (‘Agreement’) with the Indiana County In- 
dustrial Development Authority (‘Authority’). Under the 
Agreement, the Authority is issuing $12,000,000 aggregate 
principal amount of tax-exempt pollution control revenue 
bonds (‘Authority Bonds’). The principal of and interest on 
the Authority Bonds, in effect, will be paid by Penelec, which 
will deliver to the Authority $12,000,000 aggregate prin- 
cipal amount of its first mortgage bonds (’‘Penelec Bonds”) 
as security for the Authority Bonds. The maturity, interest 
rate, and redemption or prepayment provisions of the 
Penelec Bonds will be identical to those of the Authority 
Bonds. 


In the June 22 order, jurisdiction was reserved with respect 
to the terms of the Penelec Bonds insofar as those terms are 
affected by the terms of the Authority Bonds. Penelec has 
filed a post-effective amendment in this proceeding inform- 
ing the Commission that the Authority Bonds will have a 
maturity of 30 years, will bear interest at 7.75% per annum, 
will be sold to the public at par and to the underwriters at 
97.75% of par (thus, bearing an effective interest rate of 
7.95%) and will be subject to a sinking fund designed to 
retire, beginning in 2001, 25% of the aggregate principal 
amount by maturity. 


Upon the basis of the facts in the record, amended as in- 
dicated above, it is hereby found that the applicable stan- 
dards of the Public Utility Holding Company Act of 1935 
and of the rules promulgated thereunder are satisfied and 
that no adverse findings are necessary; and that it is ap- 
propriate in the public interest and in the interest of in- 
vestors and consumers that the jurisdiction heretofore 
reserved with respect to the terms of the Penelec Bonds as 
those terms will be affected by the terms of the Authority 
Bonds be released 


IT 1S ORDERED that said jurisdiction heretofore reserved be, 
and it hereby is, released 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9337A/July 12, 1976 


In the Matter of 


WHITE, WELD & CO. INCORPORATED 
One Liberty Plaza 

91 Liberty Street 

New York, New York 10006 
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File No. (812-3976) 
Investment Company Act of 1940 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9(a) OF 
THE INVESTMENT COMPANY ACT OF 1940 AND ORDER 
OF TEMPORARY EXEMPTION PENDING 
DETERMINATION OF THE APPLICATION 


This is a repeat notice to correct an erroneous file number. 


NOTICE IS HEREBY GIVEN that White, Weld, & Co. Incor- 
porated (‘‘White, Weld’) has filed an application pursuant to 
Section 9(c) of the Investment Company Act of 1940 ("the 
Act’) for an order exempting White, Weld from the 
provisions of Section 9(a) of the Act, and for an order of 
temporary exemption from 9(a) pending the Commission's 
determination of the application. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations made therein which are 
summarized below. 


Applicant is a registered broker-dealer under Section 15 of 
the Securities Exchange Act of 1934. To the best of 
Applicant's knowledge, Swiss Credit Bank owns ap- 
proximately 41% of the voting securities of Societe anonyme 
financiere de Credit Suisse et de White, Weld which owns 
approximately 28% of the capital stock (including ap- 
proximately 24% of the voting securities) of White Weld 
Holdings, Inc. which owns 100% (except directors’ qualify- 
ing shares) of the voting securities of Applicant. Applicant 
acts as administrator and distributor (and, accordingly, is 
deemed to be the principal underwriter) for White Weld 
Money Market Fund Incorporated (“WWMM Fund”), an 
open-end, diversified management investment company 
registered under the Act. 


On November 25, 1975, the Commission commenced an 
action in the United States District Court for the District of 
Columbia entitled Securities and Exchange Commission v. 
American Institute Counselors, Inc. et al., (75 Civ. 1965) 
against various defendants, including Swiss Credit Bank, 
alleging violations of various provisions of the federal 
securities laws. Swiss Credit Bank, without admitting or 
denying any of the allegations of the Complaint, has 
stipulated to the entry of a Final Order terminating the action 
against it, with prejudice, and entered into a Stipulation and 
Undertaking with the Commission. 


The Final Order provides that Swiss Credit Bank shall not, 
directly or indirectly, make use of any means or instruments 
of transportation or communication in interstate commerce 
or the mails to sell, offer to buy or sell, or carry or cause to be 
carried securities of the Progress Group (as defined in the 
Final Order) except in accordance with the provisions of 
Section 5 of the Securities Act of 1933. The order further 
provides that Swiss Credit Bank shall not transact business 
with any member of the Progress Group when such member 
is acting as a broker-dealer or investment adviser or is 
engaging in investment company activities unless such 
member has complied with the applicable registration re- 
quirements of the securities laws of the United States. 


Section 9(a) of the Act, insofar as is pertinent here, makes it 
unlawful for any person, or any company with which such 
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person is affiliated, to serve or act in the capacity of 
employee, officer, director, member of an advisory board, in- 
vestment adviser or depositor of any registered investment 
company, or principal underwriter for any registered open- 
end company if such person is by reason of any misconduct 
enjoined by any court of competent jurisdiction from engag- 
ing in or continuing any conduct or practice in connection 
with the purchase or sale of any security. 


Section 9(c) provides that, upon application, the Commis- 
sion by order shall grant an exemption from the provisions of 
Section 9(a) either unconditionally or on an appropriate tem- 
porary or other conditional basis, if it is established that the 
prohibitions of Section 9(a), as applied to the applicant, are 
unduly or disproportionately severe or that the conduct of 
such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


Notwithstanding the filing of its application, White, Weld 
disclaims that Swiss Credit Bank is an ‘affiliate’, as that 
term is generally applied under the securities laws of the 
United States, or an “affiliated person” as that term is defin- 
ed by the Act, of Applicant. However, were Swiss Credit 
Bank deemed to be an “affiliated person’ of White, Weld by 
virtue of Section 2(3) of the Act, White, Weld would, to the 
extent that Section 9(a) of the Act is applicable by virtue of 
entry of the Final Order against Swiss Credit Bank, be in- 
eligible to serve or act in any of the capacities set forth in 
Section 9(a) by reason of Section 9(a)(3) of the Act. 


White, Weld submits pursuant to Section 9(c) that the 
prohibitions of Section 9(a) of the Act, to the extent 
applicable by virtue of the entry of the Final Order against 
Swiss Credit Bank, would be unduly and disproportionately 
severe as applied to White, Weld and that the conduct of 
Swiss Credit Bank has been such as not to make it against 
the public interest or protection of investors to grant this ex- 
emption. In support thereof, White, Weld represents that (i) 
the prohibitions of Section 9(a) would deprive WWMM Fund 
of the continuity of services of White, Weld as its principal 
underwriter and (ii) neither White, Weld nor the WWMM 
Fund participated in any of the alleged conduct set forth in 
the Commission's action. 


The Commission has considered the matter and finds that: 


(1) the prohibitions of Section 9(a) may be unduly or 
disporportionately severe as applied to White, Weld in 
that White, Weld did not participate in any of the 
alleged conduct set forth in the Commission's 
Complaint and that the conduct of Swiss Credit Bank 
has been such as not to make it against the public in- 
terest or protection of investors to grant the applica- 
tion of White, Weld for a temporary exemption from 
Section 9(a) pending determination of the application; 
and 


(2) in order to maintain the uninterrupted services 
provided by White, Weld to the WWMM Fund, it is 
necessary and appropriate in the public interest and 
consistent with the protection of investors and the 
purposes fairly intended by the policy and provisions 
of the Act that the temporary order be issued 
forthwith. 


Accordingly, IT 1S ORDERED, pursuant to Section 9(c) of 


the Act, that White, Weld is hereby temporarily exempted 
from any of the provisions of Section 9(a) of the Act 
operative as a result of the entry of the Final Order against 
Swiss Credit Bank in Securities and Exchange Commission 
v. American Institute Counselors, Inc., et al., pending final 
determination by the Commission of White, Weld’s applica- 
tion for an order exempting White, Weld from any of the 
provisions of Section 9(a) operative as a result of the entry 
of such Final Order. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than July 26, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request, and the issues of fact 
or law proposed to be controverted, or he may request that 
he be notified if the Commission shall order a hearing there- 
on. Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon White, Weld, 
care of Stephen R. Volk, Esquire, 53 Wall Street, New York, 
New York 10005. Proof of such service (by affidavit or in the 
case of an attorney at law by certificate) shall be filed con- 
temporaneously with the request. At any time after said 
date, as provided in Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
Application herein may be issued by the Commission upon 
the basis of the information stated in said application, unless 
an order for hearing upon said application, shall be issued 
upon the request or upon the Commission’s own motion. 
Persons who request a hearing or advice as to whether a 
hearing is ordered will receive notice of further development 
in this matter, including the date of the hearing (if ordered) 
and any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9338A/July 12, 1976 


In the Matter of 

SOGEN-SWISS INTERNATIONAL CORPORAS!ON 
20 Broad Street 

New York, New York 10005 

File No. (812-3975) 

Investment Company Act of 1940 

NOTICE OF FILING OF APPLICATION TO SECTION Q(c) 


FOR EXEMPTION FROM SECTION 9Q(a) OF THE 
INVESTMENT COMPANY ACT OF 1940 AND ORDER OF 
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TERMPORARY EXEMPTION PENDING DETERMINATION 
OF THE APPLICATION 


This is a repeat notice to correct an erroneous file number. 


NOTICE IS HEREBY GIVEN that SoGen-Swiss International 
Corporation (‘‘“SoGen”) has filed an application pursuant to 
Section 9(c) of the Investment Company Act of 1940 (‘‘the 
Act’’) for an order exempting SoGen from the provisions of 
Section 9(a) of the Act, and for an order of temporary ex- 
emption from Section 9(a) pending the Commission's deter- 
mination of the application. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations made therein which are 
summarized below. 


SoGen, a New York corporation, is a registered broker- 
dealer under Section 15 of the Securities Exchange Act of 
1934 and a registered investment adviser under Section 
203 of the Investment Advisers Act of 1940. Swiss 
American Corporation, a New York corporation, which is a 
wholly-owned subsidiary of Swiss Credit Bank, owns 50.8% 
of the voting stock of SoGen. Among its activities, SoGen 
acts aS investment adviser and principal underwriter to 
SoGen International Fund (the “Fund’’), an investment com- 
pany registered under the Act. 


On November 25, 1975, the Commission commenced an 
action in the United States District Court for the District of 
Columbia entitled Securities and Exchange Commission v. 
American Institute Counselors, Inc. et al., (75 Civ. 1965) 
against various defendants, including Swiss Credit Bank, 
alleging violations of various provisions of the federal 
securities laws. Swiss Credit Bank, without admitting or 
denying any of the allegations of the Complaint, stipulated to 
the entry of a Final Order terminating the action against it, 
with prejudice, and entered into a Stipulation and Under- 
taking with the Commission. 


The Final Order provides that Swiss Credit Bank shall not, 
directly or indirectly, make use of any means or instruments 
of transportation or communication in interstate commerce 
or of the mails to sell, offer to buy or sell, or carry or cause to 
be carried securities of the Progress Group (as defined in the 
Final Order) except in accordance with the provisions of 
Section 5 of the Securities Act of 1933. The order further 
provides that Swiss Credit Bank shall not transact business 
with any member of the Progress Group when such member 
is acting as a broker-daler or investment adviser or is engag- 
ing in investment company activities unless such member 
has complied with the applicable registration requirements 
of the securities laws of the United States. 


Section 9(a) of the Act, insofar as is pertinent here, makes it 
unlawful for any person, or any company with which such 
person !s affiliated, to act in the capacity of employee, of- 
ficer, director, member of an advisory board, investment ad- 
viser, principal underwriter or distributor of any registered in- 
vestment company if such person is by reason of any mis- 
conduct enjoined by any court of competent jurisdiction 
from engaging in or continuing any conduct or practice in 
connection with the purchase or sale of any security. 


Section 9(c) provides that upon application, the Commission 
by order shall grant an exemption from the provisions of 
Section 9(a) either unconditionally or on an appropriate tem- 
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porary or other conditional basis, if it is established that the 
prohibitions of Section 9(a), as applied to the applicant, are 
unduly or disproportionately severe or that the conduct of 
such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


SoGen submits pursuant to Section 9(c} that the 
prohibitions of Section 9(a) of the Act, to the extent 
applicable by virtue of the entry of the Final Order against 
Swiss Credit Bank, would be unduly and disproportionately 
severe as applied to SoGen and that the conduct of Swiss 
Credit Bank has been such as not to make it against the 
public interest or protection of investors to grant this exemp- 
tion. In support thereof, SoGen represents that (i) the 
prohibitions of Section 9(a) would deprive the Fund of the 
continuity of sevices of SoGen as its investment adviser and 
principal underwriter and (ii) neither SoGen nor the Fund 
participated in any of the alleged conduct set forth in the 
Commission's action. The Commission has considered the 
matter and finds that: 


(1) the prohibitions of Section 9(a) may be unduly or 

disproportionately severe as applied to SoGen did not 
participate in any of the alleged conduct set forth in 
the Commission's action and, that the conduct of 
Swiss Credit Bank has been such as not to make it 
against the public interest or protection of investors to 
grant the application by SoGen for a temporary ex- 
emption from Section 9(a) pending determination of 
the application; and 


(2) in order to maintain the uninterrupted services 
provided by SoGen to the Fund, it is necessary and ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intend- 
ed by the policy and provisions of the Act that the 
temporary order be issued forthwith. 


Accordingly, IT IS ORDERED, pursuant to Section 9(a) of 
the Act, that SoGen is hereby temporarily exempted from 
the provisions of Section 9(a) of the Act operative as a result 
of the entry of the Final Order against Swiss Credit Bank in 
Securities and Exchange Commission v. American Institute 
Counselors, Inc. et al., pending final determination by the 
Commission of SoGen’s application for an Order exempting 
SoGen from the provisions of Section 9(a) operative as a 
result of the entry of such Final Order. 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than July 26, 1976 at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request and the issues of fact or law 
proposed to be controverted, or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon SoGen at the 
address set forth above. Proof of such service (by affidavit or 
in the case of an attorney-at-law by certificate) shall be filed 
contemporaneously with the request. At any time after said 
date. as provided in Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
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pplication herein may be issued by the Commission upon 
he basis of the information stated in said application, unless 
an order for hearing upon said application shali be issued 
upon request or upon the Commission’s own motion. Per- 
sons who request a hearing or advice as to whether a hear- 
ing is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9348/July 9 1976 


In the Matter of 


READY RESERVES TRUST 
100 Federal Street 
Boston, Massachusetts 02110 


(812-3955) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) 
OF THE ACT FOR EXEMPTION FROM THE PROVISIONS 
OF RULE 19b-1 UNDER THE ACT 


NOTICE IS HEREBY GIVEN that Ready Reserves Trust 
(“Applicant’’), an open-end, diversified management com- 
pany registered under the Investment Company Act of 1940 
(‘Act’) filed an application on May 17, 1976 pursuant to 
Section 6(c) of the Act for exemption from the provisions of 
Rule 19b-1 under the Act limiting the distribution of long- 
term capital gains to not more than once annually. All in- 
terested persons are referred to the application on file with 
the Commission for a statement of the representations con- 
tained therein, which are summarized below. 


Applicant is a Massachusetts business trust organized to in- 
vest principally in ‘““money market” securities and similar 
short-term debt instruments, including obligations issued or 
guaranteed by the Federal Government, its agencies or in- 
strumentalities, repurchase agreements, corporate 
obligations, obligations of banks (including certificates of 
deposit and bankers’ acceptances) and commercial paper. 
Applicant's investment objective is to obtain the maximum 
current income which is considered consistent with the 
preservation of capital. 


Applicant's net income consists of (i) all interest income ac- 
crued on its portfolio assets, (ii) plus or minus all realized and 
unrealized gains and losses on the portfolio, and (iii) less all 
expenses and liabilities. Applicant intends to follow the prac- 
tice of declaring its accumulated net income as a divident 
daily and paying it monthly, thereby enabling each investor 
to receive on his investment the exact proportion of the net 
income earned on his shares each day that he remains a 
shareholder of the Applicant. : 


Rule 19b-1 under Section 19(b) of the Act prohibits the dis- 
tribution by a registered investment company of more than 
one capital gain dividend in any one taxable year of the com- 
pany. Applicant points to Investment Company Act Release 
No. 6834 announcing the adoption of Rule 19b-1, wherein, 
it asserts, the indicated principal purposes of Rule 19b-1 
are: (a) to prevent shareholders from confusing dividends of 
interest income with distribution of capital gains; (2) to 
relieve investment company managers from pressure to 
realize such gains; (3) to mitigate improper sales practices 
related to the distribution of such gains; and (4) to eliminate 
the administrative expenses relating to quarterly or semi- 
annual capital gains destribution. 


Section 6(c) of the Act authorizes the Commission to ex- 
empt any person, security, or transaction, or any class or 
classes of persons, securities, or transactions, from any 
provisions of the Act and rules promulgated thereunder if 
and to the extent that such exemption is necessary or ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


Applicant asserts that an exemption from Rule 19b-1 would 
be appropriate in the case of its operations because the pur- 
poses of the rule would not be violated by a fund such as the 
Applicant. Applicant’s stated investment objective is to seek 
the maximum current income which is considered consistent 
with the preservation of capital. Applicant disclaims any in- 
tention of seeking long-term capital gains income, and 
represents that it will delineate precisely what portion of any 
distribution to shareholders comprises capital gains. Appli- 
cant also asserts that any increase in administrative ex- 
penses caused by the distribution of long-term capital gains 
income would be wholly insignificant to it, because it will 
undertake, regardless of its ability to distribute long-term 
capital gains income, to compute net income and declare 
dividends daily and make periodic reports to shareholders 
reflecting payments. 


Finally, applicant represents that, in order to maintain a con- 
stant net asset value, it will distribute any long-term capita! 
gains income as it accrues (i.e. whether or not such income 
is realized), and therefore the realization of long-term capita! 
gains income should be very infrequent. Thus, with regard to 
those infrequent occurrences when Applicant will need to 
distribute realized long-term capital gains income, Applicant 
wishes to be in a position to do so without applying for a 
separate exemption from Rule 19b-1 in each instance. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 6, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 


Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicant at the ad- 
dress stated above. Proof of such service (by affidavit or in 
case of an attorney at law by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
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order disposing of the matter will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9349/July 9, 1976 


In the Matter of 


VIKING GROWTH FUND SYSTEMATIC INVESTMENT 
PLANS 

6006 N. Mesa Street 

El Paso, Texas 


(811-1024) 


NOTICE OF PROPOSAL TO TERMINATE REGISTRATION 
PURSUANT TO SECTION 8(f) OF THE INVESTMENT 
COMPANY ACT OF 1940. 


NOTICE IS HEREBY GIVEN that the Commission proposes, 
pursuant to Section 8(f) of the Investment Company Act of 
1940 ("Act’’), to declare by order on its own motion that 
Viking Growth Fund Systematic Investment Plans (the 
“Plan’’), registered under the Act as a unit investment trust, 
has ceased to be an investment company as defined in the 
Act, provided that the Plan’s Custodian, as described below. 
will continue to hold funds for holders of some twenty un- 
deliverable, terminated Plan accounts subject to the escheat 
laws of the State of Minnesota. 


The Commission files contain the following information con- 
cerning the Plan. The Plan was organized under the laws of 
Minnesota on February 1, 1961, and under the Act on 
February 8, 1961. Originally, the Plan consisted of three 
registered basic types of investment plans; the single pay- 
ment investment plan, the systematic investment plan, and 
the systematic investment plan with insurance ("Systematic 
Plans’). The systematic plans were created to facilitate 
purchases by investors of shares of Viking Growth Fund, Inc. 
(“Viking Growth”) formerly called Appache Fund, Inc. 


During 1975, the remaining 76, of an original 206, active, 
non-delinquent shareholders all of whom had purchased 
their shares pursuant to one of the systematic plans, volun- 
tarily terminated their participation in the Plan. Upon 
withdrawal from the Plan, the Plan holder according to their 
instructions, received cash or shares of Viking Growth. 


On July 29, 1975, at a Special Meeting of stockholders of 


48/SEC DOCKET 


Viking Growth, the stockholders approved the sale of sub- 
stantially all of Viking Growth’s assets in exchange for 
voting shares of Industries Trend Fund (‘Industries’), a 
diversified, open-end management company registered un- 
der the Act. Such sale was consummated on September 29, 
1975. Thereafter, shares of Industries were distributed pro 
rata to shareholders of Viking Growth, including those 
shareholders who had received their shares of Viking 
Growth upon their withdrawal from the Plan. Viking Growth 
then filed a Certificate of Dissolution with the Office of the 
Secretary of the State of Minnesota and was thereby dis- 
solved. All of the fund's liabilities have been satisfied or 
provided for and no assets remain. 


In addition to the 76 active participants who voluntarily ter- 
minated their participation in the Plan during 1975, the 
Northwest National Bank of Minneapolis (the ““Custodian”’), 
pursuant to the terms of the Plan Agreement has terminated 
all delinquent Plan Holders. The Custodian presently holds 
less than $1,100 for the benefit of 20 undeliverable, ter- 
minated accounts. No single account exceeds $180. Pur- 
suant to the terms of the Plan Agreement these funds will be 
held by the Custodian for the account of the terminated 
Plan Holders, subject to the escheat laws of the State of 
Minnesota. 


Section 8(f) of the Act provides, in pertinent part, that 
whenever the Commission, on its own motion or upon 
application, finds that a registered investment company has 
ceased to be an investment company, it shall so declare by 
order, which may be made upon appropriate conditions if 
necessary for the protection of investors, and upon taking 
effect of such order the registration of such company shall 
cease to be in effect. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 3, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of the 
interest, the reason for such request, and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission should order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon the Plan at the address 
stated above. Proof of such service (by affidavit or in case of 
an attorney-at-law by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulation promulgated under the Act, an 
order disposing of the matter will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9350/July 12, 1976 


In the Matter of 


DAIN, KALMAN & QUAIL INCORPORATED 
100 Dain Tower 
Minneapolis, Minnesota 55402 


(812-3943) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM THE PROVISIONS OF 
RULE 22c-1 UNDER THE ACT 


Dain, Kalman & Quail, Incorporated (““Applicant’’), a sponsor 
of Multiple Maturity Tax-Exempt Bond Trust, Second (and 
subsequent) Series, filed an application on April 19, 1976 
pursuant to Section 6(c) of the Investment Company Act of 
1940 (“Act’’) for an order of the Commission exempting the 
secondary market operation of Applicant from the provisions 
of Rule 22c-1 under the Act. On June 15, 1976 a notice 
was issued (Investment Company Act Release No. 9322) of 
the filing of the application. The notice gave intérested per- 
sons an opportunity to request a hearing and stated that an 
order disposing of the application wouid be issued as of 
course unless a hearing should be ordered. No request for a 
hearing has been filed, and the Commission has not ordered 
a hearing. 


The matter has been considered, and it is found that the 
granting of the application is appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 

Accordingly, 


IT IS ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Rule 22c-1 
uncer the Act, to the extent requested, be and hereby is, 
granted effective forthwith. 


For the Commission, by the Division of Investment 
Management, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9351/July 12, 1976 


In the Matter of 

WEEDEN CORPORATE BOND TRUST, 
SERIES | 

(AND SUBSEQUENT SERIES) 


and 


WEEDEN & CO. 


25 Broad Street 
New York, New York 10004 


(812-3974) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 6(c) OF THE ACT FOR AN ORDER OF 
EXEMPTION FROM THE PROVISIONS OF SECTION 14(a) 
OF THE ACT AND RULES 19b-1 AND 22c-1 
THEREUNDER. 


NOTICE IS HEREBY GIVEN that Weeden Corporate Bond 
Trust, Series 1 (‘First Trust’), a unit investment trust 
registered under the Investment Company Act of 1940 
(“Act”) and its sponsor, Weeden & Co. (‘Sponsor’’) 
(hereinafter the Sponsor and the First Trust are referred to 
collectively as ‘‘Applicants”), have filed, on June 25, 1976, 
an application pursuant to Section 6(c) of the Act for an 
order of the Commission exempting the First Trust and sub- 
sequent Series, as defined below (hereinafter referred to 
collectively as ‘Trusts’ and severally as ‘‘Trust’’), from the 
provisions of Section 14(a) of the Act and exempting the 
frequency of capital gains distributions of the Trusts and the 
secondary market operations of Sponsor from the provisions 
of Rule 19b-1 and Rule 22c-1, respectively, under the Act. 
All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
contained therein, which are summarized below. 


The First Trust is a unit investment trust and is the first of a 
series of similar but separate trusts which the Sponsor in- 
tends to form (herein all such subsequent series are collec- 
tively referred to as the ‘’Series’’). The Trusts will be created 
under the laws of the Commonwealth of Massachusetts pur- 
suant to separate trust agreements, such agreements con- 
taining certain standard terms and conditions of trust com- 
mon to all the Trusts. 


The Sponsor has filed a Form S-6 Registration Statement 
under the Securities Act of 1933 (1933 Act’) covering a 
maximum of 20,000 Units of fractional undivided interests 
in the First Trust to be offered to investors at a public offer- 
ing price set forth in the prospectus included in the S-6 
Registration Statement (including 5,000 Units registered for 
secondary market purposes). The 1933 Act Registration 
Statement has not yet become effective. The Sponsor has 
also filed a Form N-8A Notification of Registration and a 
Form N-8B-2 Registration Statement under the Act relating 
to the First Trust. 


Each Trust will be governed by a trust agreement for that 
Trust (hereinafter called the ““Agreement”), which will be ex- 
ecuted prior to the time the registration statement for such 
Trust becomes effective, and under which the Sponsor will 
act as such, The United States Trust Company, as Trustee, 
Shawmut Bank of Boston, as Co-trustee, and Interactive 
Data Services, Inc. will act as Evaluator. The Agreement for 
each Trust will contain standard terms and conditions of 
trust common to all Trusts. Pursuant to the Agreement, the 
Sponsor will deposit with the Trustee bonds which the 
Sponsor shall have accumulated for such purpose in an 
amount at least equal to the aggregate principal amount of 
the Units to be offered. Simultaneously with such deposit, 
the Trustees will deliver to the Sponsor registered cer- 
tificates for the Units which will represent the entire 
ownership of the respective Trust. These Units will in turn be 
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offered for sale to the public by the Sponsor. 


Applicants state that such bonds will not be pledged or be in 
any other way subjected to any debt at any time after the 
bonds are deposited in the Trusts except for the lien of the 
Trustee as security for certain liabilities as set forth in the 
agreement. Such bonds will be primarily corporate debt 
obligations. 


The assets of each Trust will consist of the bonds initially 
deposited, such other bonds as may be acquired or pur- 
chased from time to time in exchange or substitution for any 
of the bonds, accrued and undistributed interest, and un- 
distributed cash. Certain of these bonds may from time to 
time be sold under the special circumstances set forth in the 
Agreement with respect to such Trust or may be redeemed 
or may mature in accordance with their terms. 


Each Unit of each Trust will represent a fractional undivided 
interest in that Trust, and will be redeemable. The numerator 
of the fractional interest represented will be 1, the 
denominator, the number of Units outstanding in the par- 
ticular Trust. If any Units shail be redeemed, the 
denominator of such fraction will be reduced and the frac- 
tional undivided interest represented by each Unit outstan- 
ding will be increased. Units will remain outstanding until 
redeemed or until the termination of the Agreement with 
respect to such Trust. The Agreement may be terminated 
with respect to any of the Trust upon approval by 66-2/3% 
in interest of the certificateholders of such Trust or, in the 
event that the value of the bonds in such Trust shall fall 
below $6,000,000, or such other liquidation amount as may 
be specified in the Agreement with respect to a particular 
Trust, upon direction of the Sponsor to the Trustee. There is 
no provision in the Agreement for the issuance of any Units 
after the initial offering of Units (except to the extent that the 
secondary trading by the Sponsor in the Units is deemed the 
issuance of units under the Act), and such activity will not 
take place. 


While the Sponsor undertakes no obligation to do so, it is its 
intention to maintain a market for Units of each of the Trusts 
and continuously to offer to purchase such Units at prices in 
excess of the redemption prices as set forth in the Agree- 
ment. In the absence of such a market, certificateholders 
may only be able to dispose of their Units by redemption. 


Section 14(a) 


Section 14(a) of the Act requires that a registered invest- 
ment company, prior to making a public offering of its 
securities: (a) have a net worth of $100,000, (b) have 
previously made a public offering and at that time have had 
a net worth of $100,000, or (c) have made arrangements for 
at least $100,000 to be paid in by 25 or fewer persons 
before acceptance of public subscriptions. 


Applicants seek an exemption from the provisions of Section 
14(a) in order that a public offering of Units of the Trusts as 
described above may be made. In connection with the re- 
quested exemption from Section 14(a), the Sponsor agrees: 
(i) to refund on demand and without deduction the sales 
load to purchasers of Units of any Trust if, within 90 days 
after the registration of such Trust under the Securities Act 
of 1933 becomes effective, the net worth of such Trust shall 
be reduced to less than $100,000, or if such Trust is ter- 
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minated; (ii) to instruct the Trustee on the date the bonds 
are deposited in each trust that if such Trust shall at any 
time have a net worth of less than 6,000,000, or such othe 
liquidation amount as may be specified in the Agreemen 
with respect to a particular Trust, as a result of redemption 
by the Sponsor of Units constituting a part of the unsold 
Units, the Trustee shall terminate such Trust in the manner 
provided in the agreement and distribute any bonds or other 
assets deposited with the Trustee pursuant to the Agree- 
ment as provided therein; and (ili) in the event of termination 
for the reasons described in (ii) above, to refund any sales 
load to any purchasers of Units purchased from the Sponsor 
on demand and without any deduction. 


Rule 19b-1 


Rule 19b-1(a) provides in substance that no registered in- 
vestment company which is a “regulated investment com- 
pany” as defined in Section 851 of the Internal Revenue 
Code shall distribute more than one capital gain dividend in 
any one taxable year. Paragraph (b) of said Rule contains a 
similar prohibition for a company not a ‘‘regulated invest- 
ment company” but permits a unit investment trust to dis- 
tribute capital gain dividends received from a ‘regulated in- 
vestment company” within a reasonable time after receipt. 


Distributions of principal and interest to certificateholders of 
each Trust shall be made monthly. Distributions of principal 
constituting capital gains to certificateholders may arise in 
two instances: (1) if an issuing authority calls or redeems an 
issue held in the portfolio, the sums received by the Trusts 
will be distributed to a certificateholder on the next distribu- 
tion date; and (2) if Units are redeemed by the Trustee and 
bonds from the portfolio are sold to provide the funds 
necessary for such redemption, each certificateholder wil 
receive his pro rata portion of the proceeds from the bond 

sold over the amount required to satisfy such redemption 
distribution. In such instances, a certificateholder may 
receive in his distribution funds which constitute capital 
gains, since in some cases the value of the portfolio bonds 
redeemed or sold may have increased since the date of in- 
itial deposit. It is anticipated that no capital gains will arise 
from the sale of bonds which may occur default on payment 
of principal or interest, or the occurrence of other factors 
which in the opinion of the Sponsor would make the reten- 
tion of such bonds in the Trust detrimental to the interests of 
the certificateholders. 


As noted, paragraph (b) of Rule 19b-1 provides that a unit 
investment trust may distribute capital gain dividends 
received from a ‘regulated investment company” within a 
reasonable time after receipt. Applicants assert that the pur- 
pose behind such provision is to avoid forcing unit invest- 
ment trusts to accumulate valid distributions received 
throughout the year and distribute them only at year end, 
and that the operations of the Trusts in this regard are 
squarely within the purpose of such provision. However, in 
order to comply with the literal requirements of the Rule, the 
Trusts would be forced to hold any monies which would 
constitute capital gains upon distribution until the end of 
their taxable years. The application contends that such a 
practice would clearly be to the detriment of the cer- 
tificateholders. 


In support of the requested exemption, the application 
states that the dangers against which Rule 19b-1 is intend 
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ed to guard do not exist in the situation at hand since neither 

’ @ the Sponsor nor any of the Trusts has control over events 

@: might trigger capital gains, i.e., the tendering of units 

for redemption and the prepayment of portfolio bonds by the 

issuing authorities. In addition, it is alleged that the amounts 

involved in a normal distribution of principal are relatively 

small in comparison to the normal interest distribution, and 

such distributions are clearly indicated in accompanying 
reports to certificateholders as a return of principal. 


e@ 
Rule 22c-1 


Applicants state that following the initial offering period, the 
Sponsor, while not obligated to do so, intends to offer to 
purchase the Units in the secondary market at prices based 
on the offering side evaluation of the bonds in the Trust, 
determined on the last business day of each week, effective 
for all sales made during the following week. 


» Applicants also state that the Sponsor has undertaken to 
adopt a procedure whereby the Evaluator, without a formal 
evaluation, will provide estimated evaluations on trading 
days. In the case of a repurchase, if the Evaluator cannot 
state that the previous Friday's price is at least equal to the 
current bid price, the Sponsor will order a full evaluation. The 
Sponsor agrees that, in case of the resale of Units in the 
secondary market, if the Evaluator cannot state that the 
previous Friday's price is not more than one-half point 
($5.00 on a unit representing $1,000.00 principal amount 
of underlying bonds) greater than the current offering price, 
a full evaluation will be ordered. Under these circumstances, 
the Applicants contend that the exemption of the Sponsor 
from the provisions of Rule 22c-1 will in no way affect the 
Qos: of the Trust and will benefit the certificateholders 


ee, 


by providing a repurchase price for their Units which is in ex- 
cess of the current net asset value of such Units as com- 
puted for redemption purposes. 
€®@ R Pie . 
ule 22c-1 provides, in pertinent part, that no registered in- 
vestment company issuing any redeemable security, and no 
dealer in any such security, shall sell, redeem, or repurchase 
any such security except at a price based on the current net 
asset value of such security which is next computed after 
receipt of a tender of such security for redemption or of an 
order to purchase or sell such security. 
¢@ ‘ , 
Applicants state that Rule 22c-1 has two purposes; (1) to 
+ — eliminate or to reduce any dilution of the value of outstand- 
ing redeemable securities of registered investment com- 
panies which might occur through the sale, redemption or 
repurchase of such securities at prices other than their 
current net asset values; and (2) to minimize speculative 
trading practices in the securities of registered investment 
companies. 


The secondary market activities of the Sponsor and the 
manner for the acquisition by investors of new units, may be 
deemed to violate Rule 22c-1 because of the absence of 
daily pricing. Applicants contend, however, that the pur- 
poses of Rule 22c-1 will not be offended by the Sponsor's 
secondary market activities. Applicants assert that the pric- 
ing of units by the Sponsor in the secondary market will in 
no way dilute the assets of the Trust, and that cer- 
tificateholders will benefit from the Sponsor's pricing 
procedure in the secondary market since they will normally 
receive a higher repurchase price for their Units than they 
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could by redeeming their Units at the current net asset 
value, and that this will be accomplished without the cost 
burden to the Trust of daily evaluations of the unit redemp- 
tion value. 


Applicants also contend that speculation in Units of any 
Trust is unlikely because price changes are limited in respect 
to the kind of bonds which will be held by such Trusts. 


To avoid the Sponsor receiving more than the specified sales 
charge on the resale of units, the Sponsor has undertaken 
not to resell any Units which it may repurchase at a price 
below the offering side evaluation of the bonds in the Trust. 


Applicants therefore request an exemption from the 
provisions of Rule 22c-1 for Series 1 and for all subsequent- 
ly created Series insofar as the Rule may apply after comple- 
tion of the primary distribution of Units of such Trusts. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may, upon application, conditionally or unconditionally 
exempt any person, security, or transaction, or any class cr 
classes or persons, securities, or transactions, from any 
provisions of the Act or of any rule or regulation under the 
Act, if and to the extent such exemption is necessary or ap- 
propriate in the public interest and consistent with the 
protection of investors and the purposes fairly intended by 
the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 5, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues, if any, of 
fact or law proposed to be controverted, or he may request 
that he be notified if the Commission orders a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail upon the Applicants at the ad- 
dress stated above. Proof of such service (by affidavit, or, in 
the case of an attorney-at-law, by certificate) shall be filed 
contemporaneously with the request. As provided by Rule 0- 
5 of the Rules and Regulations promulgated under the Act, 
an order disposing of the application herein will be issued as 
of course following said date, unless the Commission 
thereafter orders a hearing upon request or upon the Com- 
mission’s own motion. Persons, who request a hearing or 
advice as to whether a hearing is ordered, will receive any 
notices and orders issued in the matter, including the date of 
the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. : 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9353/July 13, 1976 


In the Matter of 


AMERICAN LIQUID TRUST 
164 Mason Street 
Greenwich, Connecticut 06830 


(812-3944) 


NOTICE OF APPLICATION PURSUANT TO SECTION 6(c) OF 
THE ACT FOR AN ORDER OF EXEMPTION FROM 
SECTION 19(b) OF THE ACT AND RULE 19b-1 
THEREUNDER 


NOTICE IS HEREBY GIVEN that American Liquid Trust 
(“Applicant’’), registered under the Investment Company Act 
of 1940 (‘Act’) as an open-end, diversified management 
company, filed an application on April 21, 1976 and an 
amendment thereto on June 17, 1976 pursuant to Section 
6(c) of the Act for an order of exemption from Section 19(b) 
of the Act and Rule 19b-1 thereunder. All interested persons 
are referred to the application on file with the Commission 
for a statement of the representations made therein, which 
are summarized below. 


Applicant is an unincorporated business trust organized un- 
der the laws of the Commonweatlth of Massachusetts to in- 
vest primarily in money market securities and similar short- 
term debt obligations. Applicant’s investment objectives are 
to obtain the highest possible current income consistent 
with the preservation of capital and liquidity. 


Applicant follows the practice of declaring all net income as 
dividends on a daily basis. For dividend purposes, net in- 
come is defined to consist of (1) all accrued interest income 
on portfolio assets, (2) plus or minus all realized or unreal- 
ized gains or losses on portfolio assets, and (3) less 
Applicant's estimated expenses (including accrued expenses 
and fees payable to the Applicant’s adviser) applicable to the 
dividend period. Dividends are credited to a shareholder's 
account daily and distributed monthly in the form of ad- 
ditional full and fractional shares of the Applicant at net 
asset value, or at the election of the shareholder, in cash. 
The practice of declaring net income in the form of dividends 
enables Applicant to maintain a constant net asset value per 
share of $1.00. 


Section 19(b) and Rule 19b-1, as here pertinent, prohibit 
distributions of long-term capital gains dividends more fre- 
quently than once a year. Applicant states that Rule 19b-1 
was intended to (1) minimize any confusion on the part of in- 
vestors which might arise from their failure to differentiate 
regular distributions of capital gains from distributions of in- 
vestment income, (2) relieve mutual fund managers from 
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pressures to realize capital gains on a frequent basis, (3) 
mitigate improper sales practices relates to the distribution 
of such gains, and (4) eliminate the administrative expenses 
of quarterly or semi-annual capital gains distribution. Appli- 
cant asserts that none of these objections are relevant to its 
operations. 


Applicant states that a monthly statement sent to 
shareholders differentiates between interest income and any 
long-term capital gains and, therefore, Applicant asserts it is 
unlikely that there will be any confusion concerning invest- 
ment income and capital gains. Applicant represents that its 
investment policy is not designed to maximize long-term 
Capital gains, that in no case will it acquire portfolio 
securities with a view toward the realization of long-term 
capital gains, and in no event will it purchase any security 
which has a maturity date more than one year from the date 
of the Applicant’s purchase. For these reasons, and because 
of the disclosure differentiating the two kinds of investment 
return, Applicant contends there is no pressure on 
Applicant's managers to realize capital gains or to engage in 
improper sales practices related to the distribution of these 
gains. Applicant also asserts that under Applicant's present 
procedures for daily dividend declarations there is no ad- 
ditional administrative expense incurred with respect to 
capital gain distributions. 


Section 6(c) of the Act provides, in part, that the Commis- 
sion may conditionally or unconditionally exempt any per- 
son, security, or transaction from any provision of the Act or 
of any rule or regulation under the Act, if and to the extent 
that such exemption is necessary or appropriate in the public 
interest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than August 9, 1976, at 5:30 p.m., submit to 
the Commission in writing a request for a hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reason for such request and the issues of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or mail upon Applicant at the address 
stated above. Proof of such service (by affidavit, or in the 
case of an attorney-at-law, by certificate) shall be filed con- 
temporaneously with the request. As provided by Rule 0-5 
of the Rules and Regulations promulgated under the Act, an 
order disposing of the application will be issued as of course 
following said date, unless the Commission orders a hearing 
on request or upon the Commission's own motion. Persons 
who request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9354/July 13, 1976 


In the Matter of 


MONEY RATES INCOME FUND, INC. 
108 Connecticut Avenue 
Norwalk, Connecticut 06854 
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11-2504 
yle (811-2504) 
NOTICE OF PROPOSAL TO TERMINATE REGISTRATION 
PURSUANT TO SECTION 8(f) OF THE INVESTMENT 
COMPANY ACT OF 1940 


NOTICE iS HEREBY GIVEN that the Commission proposes, 

pursuant to Section 8(f) of the Investment Company Act of 

1940 (’‘Act’’) to declare by order on its own motion that 

Money Rates Income Fund, Inc. (‘Fund’), registered under 

the Act as an open-end, non-diversified management invest- 

ment company, has ceased to be an investment company as 
* — defined in the Act. 


The Commission files contain the following information con- 
cerning the Fund. The Fund was incorporated under the laws 
of the State of Maryland on June 19, 1974 and registered 
under the Act on July 19, 1974. Pursuant to authorization 
on February 4, 1976 of the Fund's then sole shareholder and 
the board of directors, the dissolution of the Fund has been 
effected, and the Fund no longer has assets or shareholders. 
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Section 8(f) of the Act provides, in pertinent part, that when 
the Commission on its own motion, finds that a registered 
investment company has ceased to be an investment com- 
pany, it shall so declare by order, and upon taking effect of 
@ such order the registration of such company shall cease to 


,@ 


be in effect. 


NOTICE IF FURTHER GIVEN, that any interested person 
may, not later than August 12, 1976, at 5:30 p.m., submit 
to the Commission in writing a request for hearing on the 
matter accompanied by a statement as to the nature of his 
interest, the reasons for such request and the issues, if any, 
of fact or law proposed to be controverted, or he may re- 
quest that he be notified if the Commission shall order a 
hearing thereon. Any such communication should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request shall be 
served personally or by mail upon the Fund at the address 
stated above. Proof of such service (by affidavit or in case of 
an attorney-at-law by certificate) shall be filed contem- 
poraneously with the request. As provided by Rule 0-5 of 
the Rules and Regulations promulgated under the Act, an 

« Order disposing of the application will be issued as of course 
following said date unless the Commission thereafter orders 
a hearing upon request or upon the Commission's own mo- 
tion. Persons who request a hearing, or advice as to whether 
a hearing is ordered, will receive any notices and orders 
issued in this matter, including the date of the hearing (if 
ordered) and any postponements thereof. 
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By the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


e®@ 
George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9355/July 15, 1976 


In the Matter of 


THE EQUITABLE LIFE ASSURANCE SOCIETY OF THE 
UNITED STATES 


EQUITABLE VARIABLE LIFE INSURANCE COMPANY 
and 


SEPARATE ACCOUNT | OF THE EQUITABLE 
VARIABLE LIFE INSURANCE COMPANY 


1285 Avenue of the Americas 
New York, New York 10019 


(812-3941) 


ORDER PURSUANT TO SECTION 6(c) OF THE ACT 
GRANTING EXEMPTION FROM SECTION 2(a)(19) OF THE 
ACT 


The Equitable Life Assurance Society of the United States 
(“Equitable”), a mutual life insurance company organized 
under the laws of the State of New York, Equitable Variable 
Life Insurance Company (“EVLICO”), a stock life insurance 
company organized under the laws of the State of New York 
and a wholly-owned subsidiary of Equitable, and Separate 
Account | of EVLICO (the “Account’’), an open-end diver- 
sified management investment company registered under 
the Investment Company Act of 1940 (’‘Act”’) (collectively 
referred to as ‘‘Applicants”) filed an application on April 14, 
1976 and an amendment thereto on June 10, 1976 pur- 
suant to Section 6(c) of the Act for an order declaring that 
Mr. Gordon Wells McKinley (“McKinley’’), a proposed 
member of the Committee of the Account shall not be 
deemed an “interested person” of the Account, EVLICO or 
Equitable within the meaning of Section 2(a)(19) of the Act 
by reason of his status as a director and officer of McGraw- 
Hill, Inc. (“McGraw Hill’) and a director of Standard and 
Poor's Corporation, a wholly-owned subsidiary of McGraw 
Hill. 


On June 14, 1976, the Commission issued a notice (Invest- 
ment Company Act Release No. 9320) of the filing of the 
application. The notice gave interested persons an oppor- 
tunity to request a hearing and stated that an order dispos- 
ing of the application would be issued as of course unless a 
hearing should be ordered. No request for a hearing has 
been filed and the Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the application is appropriate in the public in- 
terest and consistent with the protection of investors and 
the purposes fairly intended by the policy and provisions of 
the Act. Accordingly, 


IT 1S ORDERED, pursuant to Section 6(c) of the Act, that the 
application for exemption from the provisions of Section 
2(a)(19 of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 526/July 12, 1976 


In the Matter of: 
DELAWARE VALLEY INVESTMENT CLUB, INC. 


The Securities and Exchange Commission has ordered ad- 
ministrative proceedings under the Investment Advisers Act 
of 1940 (Advisors Act) naming the Delaware Valley Invest- 
ment Club, Inc., a Philadelphia, Pennsylvania investment ad- 
viser. Also named as respondent is Robert H. Bomberger, an 
officer and director of the firm. 


The proceedings are based on allegations of the Com- 
mission's staff of violations of the antifraud provisions of the 
federal securities laws in an investment scheme which has 
already resulted in a felony conviction for Bomberger in the 
Court of Common Pleas in Philadelphia. 


A hearing will be scheduled by further order to take evidence 
on the staff allegations and to afford the respondents an op- 
portunity to offer any defenses thereto, for the purpose of 
determining whether the allegations are true and, if so, 
whether any action of a remedial nature should be ordered 
by the Commission with respect to the registration of the in- 
vestment adviser and Bomberger’s association with a 
registered investment adviser. 








LITIGATION 





Litigation Release No. 7486/July 9, 1976 


U.S. v. APPLE VALLEY ENTERPRISES, INC., ET AL. (CR 76- 
147-TUC) 


William Smitherman, United States Attorney for the District 
of Arizona, Robert H. Davenport, Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission, and Gerald E. Boltz, Administrator of the Los 
Angeles Regional Office of the Securities and Exchange 
Commission, announced that five of the seven defendants 
indicted by the United States Grand Jury on March 17, 
1976 on charges of securities fraud, sale of unregistered 
securities and mail fraud, have pled guilty or nolo contendere 
to various charges specified in or arising from the indict- 
ment. 


On April 5, 1976, LaVerne Meyer, originally of Mankato, 
Minnesota, pled guilty to one count of an information charg- 
ing him with being an accessory after the fact in the sale of 
an unregistered security and sentencing is set for July 19, 
1976. On April 24, 1976, Pioneer National Trust Company 
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of Arizona, Tucson, Arizona, pled nolo contendere to two 
counts of the sale of unregistered securities and the Court 
imposed a fine on Pioneer National Trust Company of 
Arizona in the amount of $20,000. On June 11, 1976, Paul 
R. Stulgin, of Tucson, Arizona, former trust officer for 
Pioneer National Trust Company of Arizona, pled guilty to 
one count of an information alleging violation of the an- 
tifraud provisions of the Securities Exchange Act of 1934, 
and was sentenced on June 25, 1976 to three years proba- 
tion and a $5,000 fine. The indictment was then dismissed 
as to Stulgin. On June 21, 1976, Harry Bechtel of Eloy, 
Arizona, former president of Apple Valley Enterprises, Inc., 
pled guilty to two counts of the sale of unregistered 
securities and sentencing was set for July 23, 1976. On 
June 23, 1976, Roger Hagen of Mankato, Minnesota, pled 
guilty to one count of the sale of unregistered securities, and 
sentencing was set for July 15, 1976. The trial with respect 
to Sheldon Nathanson of Las Vegas, Navada, a former of- 
ficer of Apple Valley Enterprises, Inc., has been scheduled 
for July 7, 1976. All counts of the indictment charging Apple 
Valley Enterprises, Inc. have been dismissed on the motion 
of the United States Attorney due to the fact that Apple 
Valley Enterprises, Inc. is no longer in existence. 


For further information, see Litigation Release No. 7334. 





LITIGATION RELEASE NO. 7487/July 12, 1976 
U.S. v. JOHN M. KING, ET AL. (S.D.N.Y. No. 75 Cr. 70) 


Robert B. Fiske, Jr., United States Attorney for the Southern 
District of New York, and the Securities and Exchange Com- 
mission announced that on July 1, 1976, John M. King and 
A. Rowland Boucher, former Chairman of the Board and 
President respectively, of King Resources Company of 
Denver, Colorado, were convicted of four counts of a 
criminal indictment charging conspiracy, mail fraud, wire 
fraud and securities fraud in United States District Court for 
the Southern District of New York, after a five-week jury trial 
presided over the Honorable Marvin E. Frankel, United 
States District Judge. 


The convictions were the result of a scheme to violate the 
securities and antifraud laws in connection with the revalua- 
tion by The Funds of Funds Ltd. (“FOF”), an offshore mutual 
fund, of its interest in Canadian Arctic oil and natura! gas 
permits. FOF, which is now in the hands of liquidators, was 
incorporated in Canada and has shareholders worldwide. 


The indictment, which was returned on January 20, 1975, 
specifically charged that King and Boucher conspired to 
arrange fraudulent sales negotiations for a portion of FOF's 
50% interest in 22.3 million net acres of oil and gas permits, 
held by King Resources for FOF, thereby causing an upward 
revaluation of them. This was accomplished at the end of 
1969 by negotiating sales of a portion of the acreage under 
the permits to Consolidated Oii and Gas Inc. of Denver, 
Colorado, John Mecom of Houston, Texas, and others, 
without disclosing and, in fact, actually concealing the fact 
that King and Boucher had made guarantees and had 
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arranged financing for the contracts. The indictment further 
charged that FOF and their auditors, required bona fide arms 
length sales of a sufficient portion of the permits in order to 
revalue the total acreage. According to the indictment, the 
sales arranged by King and Boucher were not valid arms 
length transactions. As a result of the two sales, FOF wrote 
up the stated value of its Arctic investment by approximately 
$100 million. Sentencing of King and Boucher has been set 
for August 19, 1976, in the United States District Court in 
Manhattan. 


The successful completion of this case was the result of the 
efforts of the Frauds Unit of the United States Attorney's Of- 
fice in New York City, aided by Thomson von Stein of the 
Commission's Division of Enforcement. 





Litigation Release No. 7488/July 14, 1976 


UNITED STATES v. 
STROTHER (WD/La.) 


THOMAS E. HILL and HUEY P. 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, and 
Donald E. Walter, United States Attorney for the Western 
District of Louisiana, today announced that on July 2, 1976, 
Thomas E. Hill, Blanchard, Louisiana, and Huey P. Strother, 
Shreveport, Louisiana, were sentenced by Federal District 
Judge Tom Stagg at Shreveport, to serve six months in a 
federal penitentiary and to pay fines of $5,000 aniece. 
Judge Stagg further ordered that Hill and Strother remain on 
supervised probation for five years after serving their 
sentences and that they not engage in any phase of the oil 
business while on probation. 


Both Hill and Strother plead guilty on June 4, 1976, toa 
one-count Information charging them with fraud in the offer 
and sale of fractional undivided working interests in 
Louisiana oil and gas leases issued by E & H Oil Company, 
Inc. of Shreveport. 


For further information, see Litigation Release Nos. 6957 
and 7030. 





Litigation Release No. 7489/July 14, 1976 
U.S. v. DEAN R. HENDERSON (USDC C.D. Cal. CR-76-767) 


William D. Keller, United States Attorney for the Central 
District of California, and Gerald E. Boltz, Administrator of 
the Los Angeles Regional Office of the Securities and Ex- 
change Commission, announced that on June 29, 1976, 
Dean R. Henderson pled guilty to a criminal information 
charging him with securities fraud. The information was filed 
in the United States District Court for the Central District of 
California on June 11, 1976 in Los Angeles, California. 


*#U.S. GOVERNMENT PRINTING OFFICE: 1976 211-094/59 1-3 


Briefly, the information charges that from January 1972 to 
December 1974, Henderson, knowingly and willfully, in the 
offer and sale of securities of Investors Trust Fund, employed 
a scheme to defraud and made untrue statements of 
material facts and omitted to state material facts, including: 
the manner in which the investors’ funds would be used by 
Investors Trust Fund, the interest which the investors would 
receive upon their investment, the ability of the investors to 
obtain their money back upon demand, the collateral secur- 
ing loans to third parties made with the investors’ money, 
the fact that Henderson had forged and misrepresented the 
scope and coverage of his broker-dealer bond, the alleged 
protection provided to these investors through the Securities 
Investor Protection Corporation (SIPC) and the fact that 
Henderson funneled for his personal use substantial portions 
of the money invested with Investors Trust Fund. 


Sentencing has been scheduled for August 2, 1976. 
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ACCOUNTING SERIES 
Release No. 192/July 15, 1976 


see 
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Release No. 12629/July 15, 1976 
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